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Who are the 355,000 owners of General Electric? 


e More than half of the individual owners are women. 


e 50,000 owners are General Electric employees. (Another 
65,000 employees are becoming owners.) 


e Millions of families indirectly own shares in General 
Electric through their insurance policies, savings banks, pen- 
sion plans, mutual funds, trust accounts and other investments. 


Progress AO ALL sé /mportant Product 


GENERAL (6) ELECTRIC 





FROM THE ANNUAL REPORT 
TO 355,000 SHARE OWNERS 


How a new 
General Electric 
is planning ahead 
to serve an 


expanding America| 


As we see it, the years just ahead offer extraor- 
dinary opportunities for service to a growing 
nation. As part of its long-range plans, General 


Electric has developed a new organization, new § 


relationships with employees, new products, and 


new facilities. Here is a summary of this progress J 


— reported fully in our 1955 Annual Report: 


A new “better-living’’ program for employees: : 


To assure that the people of General Electric will 
continue to share in the Company’s progress, an 
improved pay-and-benefit program was worked 
out in 1955, and related five-year contracts were 


signed with most of the unions representing 


General Electric employees. 


A new Company organization for better service: 


To meet the needs of customers more eflectively, 


General Electric’s organization has been changed 
from a highly centralized structure to as broad a 


degree of decentralization as can be found in in- § 


dustry. The Company now has nearly 100 decen- 
tralized product departments, each with full 
operating responsibility in its field. 


New plants and facilities in 28 states: Since 1945, f 
General Electric has been basically rebuilt and § 


has invested more than a billion dollars in expan- 
sion and modernization. We will spend another 


$500 million in the next three years to help pro- f 


vide even finer products, more and better jobs, 
and increased earnings. 





New products from research and engineering: § 


Over 70,000 G-E employees today are working on 


products we didn’t make in 1939. The Company § 


spends more than three times as much on research 
and development, per dollar of sales, as the aver- 
age for all manufacturing companies. 


With these advances, we are trying to see to it § 
that General Electric’s progress is shared by cus- 8 


tomers, share owners, employees, suppliers, and 
the public. 





FOR YOUR FREE COPY 
OF OUR 1955 ANNUAL 
REPORT, including a 
complete financial 
statement as well as 
details on the subjects 
summarized here, 
write General Elec- 
tric, Dept. 21-111, § 
Schenectady, N.Y. IT 
you own General Elec- *~ 
tric shares held in the 
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name of a broker — or in a nominee name 
of a bank or trust company — write to Dept. 
2V -111, and we will mail you regularly all 
share owner publications, including the .1n- 
nual Report, Share Owners Quarterly, end 
report of the annual meeting. 
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The 50-pade book of Suggested Will and Trust 
Forms for Lawyers was so warmly received when the 
City National Bank and Trust Company of Chicago 

offered it recently, that we are making it available 
once more to lawyers throughout the country. If you 
would like to see a copy of these comprehensive Will 


and Trust Agreement forms, enclosed in a looseleaf 











binder, just let us know. The book is for attorneys 





only, and there is no charge. 
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Personal Trust 


Executorships 
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Cover Picture . . . The Grand Canal in 
Venice, a favorite spot for American tourists 
whose season is beginning early this year. 
Already most ships and well-known over- 
seas hotels are sold out for June, July and 
August, and airline passengers have to take 
what they can get. More than 1,250,000 
U. S. tourists will go abroad this year, ac- 
cording to TIME, and will spend a record 
$2 billion, the largest proportion (25%) 
heading for Italy, France and Great Britain. 
Banking assists thousands of these travelers 
through the custodian services that manage 
investments and properties left at home, 
through the sale of travelers checks, and 
through foreign offices and affiliates, indi- 
rectly boosting the economy of allied na- 
tions, for U. S. tourists last year spent $100 
overseas for every $36 in aid from the U. S. 
Government. 

Photo from Pan American World Airways 








Entered as second-class matter February 6, 1939, at the post office at New York, N. Y., under the Act of 
March 3, 1879. Additional entry at Paterson, N. J., July 23, 1936. 


APRIL 1956 





CORRESPONDENCE 





New Course in Estate Planning 


As you know, I have been talking for 
many years about the desirability of 
an estate planning course for law school 
undergraduates. About a year ago Dean 
McDonough of the St. Louis University 
School of Law appointed a special sub- 
committee of the Curriculum Commit- 
tee to make recommendations on the 
need for “an elective, undergraduate 
course on ‘the subject of estate plan- 
ning,” and to suggest the proper method 
of handling such a course. In addition 
to the Dean, this subcommittee included 
two full-time faculty members, three 
part-time instructors, and the writer. 
Joseph R. Burcham, an attorney with 
the General American Life Insurance 
Co., served as Chairman. The subcom- 
mittee considered the relationship of an 
estate planning course to other courses 
in the curriculum, the course content 
and teaching method, the desirable pre- 
requisites, and the experiences of other 
schools. 


It was their unanimous decision to 
recommend the addition of such a 
course to the curriculum as an elective 
in the last half of the senior year. The 
Curriculum Committee accepted this 
recommendation and the course in es- 
tate planning was listed for the spring 
semester of 1956. The school believes 
that the addition of this course creates 
a better balance between the hours 
available for public law. common law 
and practice courses. 


Last December Vice-Dean Howe ex- 
plored the interests of the seniors in 
the various elective courses for the 
second semester. Preliminary investiga- 
tion indicated a large number of stu- 
dents interested in an estate planning 
course. In order to make the course 
available to both day school and night 
school students, the faculty decided to 
schedule it for Saturday morning. Since 
I was eager to conduct a small seminar 
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group, rather than a large lecture 
course, we .considered appropriate 
methods of limiting the size of the 
class. We established prerequisites of 
courses on wills, trusts, fiduciary ad- 
ministration, insurance, future interests, 
legal drafting. gift, estate and income 
taxation. These prerequisites were re- 
laxed somewhat this year, because the 
students had no advance notice. 


The course was also limited to stu- 
dents with a B average or better. The 
final reduction in class size occurred 
when an advance assignment was sent 
through the mail to all registrants re- 
quiring a large amount of reading be- 
fore the first class. As a result of this 
process, the seminar is now composed 
of eleven superior students who have 
adequate backgrounds and established 
interest. 


Professor Casner’s volume on Estate 
Planning was adopted as the text for 
the course. It is to be covered in four- 
teen sessions of two hours each. Ru- 
dolph O. Schwartz, attorney from Mani- 
towoc. Wis., was a visiting lecturer in 
February. One or two additional visit- 
ing lecturers may be employed in their 
fields of special competence. In addition 
to the regular classroom work, each stu- 
dent has been assigned one problem for 
legal research with a short legal note to 
be submitted. Short drafting problems 
will later be assigned for solution by 
two-men teams. 


Although the course seems to be pro- 
ceeding satisfactorily, preliminary eval- 
uation must await the conclusion of the 
course, and final evaluation will ulti- 
mately be afforded by the test of law 
office experience. 

Milton Greenfield, Jr., 
Attorney & Counselor at Law 


St. Louis. Mo. 


T.&E. in the Law School 


1 distributed the reprints you fur- 
nished of J. Seymour Montgomery’s 
article “How New Tax Law Affects 
Your Estate Plans” (Nov. 754) to the 
members of our taxation seminar group 
at Syracuse University School of Law, 
to whom I presented a report on estate 
planning, and to our instructor, C. E. 
Eckerman. In addition to textbook ma- 
terial, | found that the article by Mr. 
Montgomery and others in various is- 
sues of your magazine were of the ut- 
most help and of a high degree of 
excellence. 

J. Gilbert Rashbaum, 
Syracuse, N.Y. Law School Senior 
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Stock Attribution Rule 


In the February issue there is an in- 
teresting article “Business Interests in 
Estates” by Roscoe L. Egger, Jr. Dis- 
cussing partial liquidation of corporate 
stock with relationship to attribution of 
ownership or constructive ownership, 
Mr. Egger gives an illustration: 


“Let us take a simple example of a 
corporation with 100 shares of stock 
outstanding, all owned by ‘A.’ Assum- 
ing ‘A’ dies, leaving half his stock to 
his wife, ‘AW’ and the other half in 
a trust for his children, if ‘A’s’ estate 
can meet the percentage requirements 
of Section 303, a limited amount of 
the stock of either ‘AW’ or the trust, 
or both, could be redeemed. No sub- 
stantially disproportionate redemp- 
tion could be accomplished since the 
stock of ‘AW’ and the trust would be 
attributed to each other under the 
family attribution rules —” 


If, in the illustration above quoted, 
““A’s” estate can meet the percentage 
requirements of Section 303, which is 
the section which permits partial liqui- 
dation to pay death taxes and last ex- 
penses, we do not see how the attribu- 
tion rules set out in Section 318 can 
possibly apply as that section starts out: 
“General Rule — for purposes of those 
provisions of this sub-chapter to which 
the rules contained in this section are 
expressly made applicable —” (italics 
ours), and then continues to describe 
to whom partial liquidations are attri- 
buted. 


Section 302(c) (1) reads: “Except as 
provided in Paragraph (2) of this sub- 
section, Section 318(a) shall apply in 
determining the ownership of stock for 
the purposes of this section.” Section 
302 is the general clause relating to 




















—Hubenthal in the Los Angeles Examiner 


“Another Red removed from office” 








the various types of corporate stock 
liquidations. But Section 303 relating 
to the partial liquidation of stock for 
the purposes of death taxes and last 
expenses contains no clause of any 
kind relating to the attribution section. 






In addition, Revenue Ruling 55-515 
states: “—a redemption by a corpora- 
tion of part of its common stock held 
by shareholders who actually or con- 
structively own all of the common stock | 
of such corporation will generally con- 
stitute a distribution essentially equiva. | 
lent to a dividend,” (italics ours). 





It would seem to me that, since the 
attribution Section 318 states that at- [J 





tribution is applicable under the sub- § 





chapter only when expressly made ap.- i 


plicable, and it is expressly made ap- | 
plicable in Section 302, but completely 
omitted in Section 303, there is 
attribution whatsoever when 


no 






303 relating to payment of death costs J 


in a partial liquidation is applied. Also, | 


the quoted Revenue Ruling states that 4 
partial liquidation is generally attribut- 7 
able, and infers by the word “generally” | 





that partial liquidation is not always 
attributable. 

Harry M. Zekind, 

Insurance Underwriter 


St. Louis, Mo. 


Author’s Reply 


With Mr. Zekind’s comment that 
attribution rules of Section 318 do not 
apply to redemptions under Section 303 
I am in full accord. However, | point 
out that the example goes on to state, 
“No substantially disproportionate re- 
demption could be accomplished * * *.” 
The term, “substantially disproportion- 
ate,” is a technical term provided for 
specifically in Section 302(b) of the 
Code as to which the rules under Sec- 
tion 318 are expressly made applicable. 


the 


Roscoe L. Egger, Jr. 
Cann Lamb Long & Kitelle 


Washington, D. C. 


Temptation on Trusts for Minors 

Towards the end of his interesting 
article on “How to Draft a Trust for / 
a Minor” in the January issue, Mr. 
Hover T. Lentz discusses the 2503(b) 
trust although perhaps with less en- 
thusiasm than some would give it. 

In the last few paragraphs on Page 


14 Mr. Lentz indicates. a belief that i 
when Congress changed the rule of Ee 
Evans 198 F. 2d 435 (CCA 3 1952) by 7 


writing in the last sentence of Section 


2503(b), it also eased the rule of Fon- F 


(Continued on page 400) 


Section § 
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MORE LIFE INSURANCE IS BEING PLACED IN 
TRUST because of the greater flexibility 
3 of that arrangement, according to a home 
at at: opfice planning official (p. 316). The 






e the a 





Syosy squeeze between earnings and guaranteed 
e ap- | annuity rates is making many insurance 
letely companies reluctant to offer broad op- 
s no @ tions, and author Ralph Harkness points 
ction | Out Some possible compromise in meeting 
costs (| the demand of insureds, attorneys and 
Also. : trustmen for liberality in settlement 

; that @ agreements. 

ribut- 7 

rally” |} TWO THEORIES WHICH HAVE PRODUCED 125% 
lways |} INCREASE in identifiable new trust busi- 


' nesS over the past three years are de- 
ekind, 7 scribed by William R. Spinney (p. 320). 
writer |) By paying more than lip service to the 
concept of the team effort in estate plan- 
ning and organizing a staff of "over-age" 
techicians, his trust department has also 


EEL 








— } built a solid foundation for retention of 
n 303 business. 

point © 

a THE ROLE OF THE CPA IN ESTATE PLANNING 
le re. |) “AS become so significant that the Ameri- 
»#*#*” @ can Institute of Accountants has created a 
yrtion- § Committee on that subject. Describing the 
d for | objectives of his group, chairman Edward 
of the 9 J. McDevitt suggests that in many situa- 
r Sec- } tions the accountant is the hub of the 
cable.) estate planning process, and urges their 


r, Jr, 9 greater participation in estate planning 
Kitelle |} councils (p. 312). 


_ ADVERTISING THAT "FAILS TO MAKE CLEAR 
that a Common Trust Fund is solely a 

esting facility for the investment of funds held 
-" for true fiduciary purposes, or advertis- 
Bee ing which overemphasizes the advantages of 
ae such funds for investment or estate build- 
q } ng purposes would be inconsistent with 
“Page the applicable restrictions on publicity 
f that fa of such funds," according to recently pub- 
le of Ml lished opinion of the Board of Governors 
2) by of the Federal Reserve System... The 
section) °Pinion states further that the "tone" of 
f Fon- |) *dvertising should not seek "to popularize 
» y particular use or advantage" but con- 
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cern itself with the "collective uses and 
advantages" of such funds. As the Board 
has always emphasized, the primary dis- 
tinction is that the Trust is a saleable 
service, while the Common Trust Fund is a 
method for small-trust diversification. 


ARE ESTATES PROTECTED AGAINST LIABILI- 
TIES? Newspapers are carrying more and 
more reports of sizable awards in personal 
injury suits, which could wipe out a large 
part of all of the defendant's assets. 
Many of these are accidents over which the 
defendant had no control; many disable him 
from further earning power or reduce it. 
Yet many people of means do not carry ade- 
quate liability and disability insurance. 
Some fail to provide for waiver of premium 
in their life insurance policies in event 
of disability . . . Life insurance is uni- 
versally accepted as a necessity, but what 
may be of far more economic importance, to 
the head of a family and the family itself, 
is compensation against the loss of earn- 
ing power while living costs go on. The 
extension of life expectancy, the rising 
accident toll and the scope of awards all 
combine to make liability and disability 
coverage a major phase of realistic Estate 
Planning. 


VARIABLE ANNUITY BATTLE HAS BEEN RE- 
JOINED with introduction of bills in the 
New Jersey Assembly seeking authority for 
insurance companies in that state to sell 
such policies. The 1955 debate enlisted 
the participation of eminent protoganists 
on both sides with the final score a tie. 
Commenting in the New York WORLD-TELEGRAM 
& SUN on March 28th, Ralph Hendershot op- 
posed such policies on the grounds that 
they would destroy the traditional guaran- 
tees of the fixed insurance contract. The 
injection of "maybes," said Mr. Hender- 
shot, may be dangerous procedure to toy 
with because stocks are speculative by 
nature and dependent upon management abil- 
ity and economic conditions . . . Another 
viewpoint on this topic was the observation 
in the speech of Sherwin C.. Badger, finan- 
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cial vice president of the New England 
Mutual Life Insurance Co., at the Mid-Win- 
ter Trust Conference to the effect that he 
felt certain that variable annuities were 
"going to be sold by someone besides the 
two companies offering these contracts.' 


NUCLEAR ENERGY WILL BE BIG BUSINESS, ac- 
cording to a report prepared by Arthur D. 
Little, Inc. as consultants for the First 
National City Bank of New York. Besides 
the currently projected energy uses for 
power and propulsion, its applications may 
bring far-reaching changes in food pack- 
ing, distribution and location of plant. 
Nutritive values and resistance to spoil- 
age will be raised. Industrial uses of 
isotopes may Save up to one billion dol- 
lars per annum. Cheap power in distant 
places may also avoid shipment of un- 
treated mining products by providing 
facilities at the minehead. 


BETTER YIELDS FROM PREFERRED STOCKS make 
them attractive for trustee use, according 
to a study by Samuel H. Ballam, Jr. (p. 347) 


THE SELF-SERVICE AGE, along with other 
automation developments, is becoming more 
necessary as supply of labor remains tight 
and wage costs increase. Vending machines, 
long used for dispensing candy, soft 
drinks and cigarettes, are being applied 
to dispensing more and more food products, 
as well as some drugs, perfume, stockings 
and other standard clothing items. Coin 
machines sell postage stamps by dial and 
one can get a shoe-Shine untouched by hu- 
man hands .. . Over $1.7 billion of mer- 
chandise is. now sold annually by automatic 
machines, according to the National Auto- 
matic Merchandising Association. . .. In 
addition, personal service has been re- 
placed by such devices as laundromats, 
car-wash sheds, travel insurance and 








“I don’t know; he’s been there three days.” 


ticket dispensers. The traveler checks his 
bags in a coin locker, too. Supermarkets 
led the way to self-service in foods — 
with further stimulus to the packaging in- 
dustry. Self-service gas stations are ap- 
pearing over the country and autotronic 
elevators are taking the place of oper- 
ators in office buildings, apartments and 
factories, while pin-setters replace pin 
boys in bowling alleys. Self-controlled 
mechanization is big buSiness today. 


BENEFICIARY'S INCOME FROM A COMMON TRUST 
FUND cannot be pledged as collateral for a 
loan at the bank admministering the fund, 
according to a recent ruling by the Feder- ; 
al Reserve Board which remarks the possi- 
ble conflict of interests as creditor and 
fiduciary. An earlier ruling applied this 
prohibition to interests in the principal. 


LATEST ADVICE FROM THE FEDERAL RESERVE 
BOARD indicates that to date no trust in- 
Stitution has established a Mortgage In- 
vestment Fund under the provisions of sec- 
tion 17(d) of Regulation F, and that Penn- 
Sylvania is the only state in which in- 
vestments in common trust funds of that 
type are specifically authorized by 
statute .. . In contrast, 31 common trust | 
funds for general investment [Section 
17(c)] hold mortgages with total value as 
of the respective 1955 annual report dates 
of $18,514,628 and an average of $597,246. = 
Among these funds the proportion of mort- | 
gages to the total for the entire fund 
varies from 1% to 50% and averages 19% 

- » « Five years ago 11 common trust funds 
held a total of $2,584,688 in mortgages. 
The amount so invested varied from less 
than one per cent to 15% of an individual 
fund total and averaged at 6.84%. The aver- 
age dollar amount invested in mortgages 
then was $234,971. 





ESTATE PLANNING IS DESCRIBED AS A NEW 
GROWTH INDUSTRY in Fortune for March. 
Author John P. Allison details the opera- 
tions of insurance and other so-called 
estate planning firms but passes over 
lightly the planning service offered by 
trust departments. The brief section on 
the legal profession is devoted largely to 
a single case representing the organized 
Bar's efforts to prohibit unauthorized 
practice of law. The parting shot criticizes 
lawyers for failing to equip themselves 
for estate planning work, taking no cog- 
nizance of the many fine Institutes 
presenting regular courses or programs 
in this field for members of the bar. 
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Let It SnoW. This eye-popping “Sno-Freighter,” built by one of our cus- 
tomers for Alaska Freight Lines, Inc., operates over snow, ice and bull- 
dozed trails. Each wheel in the 6-unit train is driven with its own electric 
st motor. The 7-foot-high tubeless tires are 38 inches wide at the base, and 
the Sno-Freighter can wade through 6-foot-deep water without damage. 
' USS steels played an important part in this amazing machine, including 
5 é USS Shelby Seamless Tubing for the vital car coupling system. 
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— Se a i — Slit It Yourself. In this plant, USS Galvan- 
‘a : 10 E 2782 RE 2 os ized Steel Sheets are being slit into strips, 
4 which in turn will be formed into moulding 
r= channels. The galvanizing won’t flake off, 


despite the extreme deformation. 
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Beautiful—And Safe. This handsome boat is possibly the safest pleasure boat ever 
made. With welded construction, gasoline and bilge areas can be completely 
separated, eliminating the most common cause of boat disasters: fire. The boat 
is made from USS Cor-TEN Steel, which is much stronger and more resistant to 
corrosion than carbon steel. 


| UNITED STATES STEEL 


es I This trade-mark is your guide to quality steel 


For further information on any product mentioned in this advertisement, write United States Steel, 525 William Penn Place, Pittsburgh 30, Pa. 
AMERICAN BRIDGE... AMERICAN STEEL & WIRE and CYCLONE FENCE....COLUMBIA-GENEVA STEEL....CONSOLIDATED WESTERN STEEL....GERRARD STEEL STRAPPING... NATIONAL TUBE 


OIL WELL SUPPLY... TENNESSEE COAL & IRON....UNITED STATES STEEL PRODUCTS....UNITED STATES STEEL SUPPLY....Divisions of UNITED STATES STEEL CORPORATION, PITTSBURGH 
UNITED STATES STEEL HOMES, INC. - UNION SUPPLY COMPANY - UNITED STATES STEEL EXPORT COMPANY - UNIVERSAL ATLAS CEMENT COMPANY 6-467 





SEE the United States Steel Hour. It’s a full-hour TV program presented every other week by United States Steel. Consult your local newspaper for time and station. 
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Role of the C.P.A. in 





Estate Planning 


EDWARD J. McDEVITT, C.P.A. 


Boston, Mass.; Chairman, American Institute of Accountants Committee on Estate Planning 


UR COMMITTEE ON EsTATE PLAN- 
ning was appointed last May with 
three principal objectives: 


1. To further acceptance of the 
C.P.A. in an essential role in estate 
planning by other professional groups 
in the field. 


2. To increase participation by 
certified public accountants in estate 
planning councils and estate planning 
teams. 


3. To make more _ information 
about estate planning problems avail- 
able to certified public accountants. 


With the exception of the Chairman, 
all of the other six committee members 
have been active in estate planning 
councils in their own communities.* It 
is hoped that by reason of this experi- 
ence these members may successfully 
encourage participation by certified 
public accountants in estate planning 
councils in other communities of their 
own states and neighboring states. In 
many cases we are of the opinion that 
their absence from estate planning 
councils may be due to their own lack 
of interest, which we hope to overcome. 


I like ihe way in which membership 
in the councils with which I have be- 
come familiar has been limited, partic- 
ularly by groups, and the restrictive by- 
laws which indicate that the ethical 
standards of those groups are high in- 
deed. One council at least—South East 
Florida—prohibits a member from ad- 
vertising that he is a member of the 
council. Apparently, in the early days 
of councils, there was a tendency for 
some groups to make capital out of 
such membership, but my information 
indicates that it is no longer true and 
that the councils generally are opera- 
ting with an honest intent to improve 
estate planning in general and to in- 
crease the knowledge of the members 
without any direct reward from the 
council membership. 

*Cal., Fla., Ga., Ind., Tex., Wash. 
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Following his appointment last year as 
Chairman of the A.I.A.’s Committee on Es- 
tate Planning, the editors invited Mr. Me- 
Devitt to prepare a manuscript outlining the 
purposes and functions of this new com- 
mittee. Having completed a series of ad- 
dresses before Estate Planning Councils, he 
has now made available the accompanying 
article. — Editor’s Note 





What is Estate Planning? 


A good explanation of the intent of 
estate planning appeared not too long 
ago in the publication of the [Illinois 
Society of Certified Public Accountants. 
The authors built what they called a 
pyramid. At the base of the pyramid in 
the keystone position was put a block 
which was called “Objectives” and 
alongside of the keystone at the base 
forming the cornerstones were blocks 
entitled “Flexibility” on the one side 
and on the other side “Minimization of 
Death Taxes.” On top of the base on 
one side, resting on the foundation 
blocks Objectives and Death Tax Mini- 
mization was another block which was 
called “Liquidity.” On the opposite side 
resting on the foundation of Objectives 
and Flexibility was a block entitled 
“Minimization of Income Taxes,” and 
on top forming what might be referred 
to as a watchtower was another block 
called “Periodic Review.” 


The Estate Planning Team 


Granting that the intent of all estate 
planners is to do the best job possible 
for the client, whether the planner be 
the attorney, the life underwriter, the 
trust officer or the C.P.A., we, as pro- 
fessional accountants, believe that the 
best job can be accomplished by a team. 
Some of the qualifications required 
from such a group are as follows: 


1. A complete knowledge of pro- 
bate law and the ability to prepare 
complicated legal instruments in or- 
der to carry out the estate plan. 





2. An intimate knowledge of in- 3 


come, estate and gift taxes. 


3. Knowledge of recognized and © 


acceptable methods of valuing estate 
assets which may be unusual in na- 
ture. 


4. A thorough knowledge of life ” 


insurance. 


5. An understanding of corporate | 
finance and investments including the 4 
facilities required for current apprais- : 


al and protection of estate assets. 


In an estate of any size today, it is | 


obviously impossible for one person to 
do the whole job. And so we have a 
team with each member having his job 
laid out for him. The lawyer has the 
knowledge of probate law to prepare 
the will and the necessary legal instru- 
ments and to give sound legal advice 
regarding the administration of the es- 
tate plan. The accountant is on the 
team because of his knowledge of the 
tax laws and his ability to compute the 
taxes payable as well as his ability to 
value unusual assets such as capital 
stock of a closely held corporation. The 
life underwriter is on the team because 
he has the necessary knowledge of avail- 
able forms of life insurance which may 
help to accomplish the objectives of the 
client. Finally, the trust officer is on 
the team because he has the facilities 
and the knowledge to administer the 
estate in such a manner that all of the 
legal requirements can be met and the 
most effective conservation of the es 
tate assets can be carried out. 


It is not our contention that any cer- 
tified public accountant is entitled to 4 
place on the estate planning team, but 
we do feel that any C.P.A. who has the 


proper qualifications and who has indi- | 
cated an interest in estate planning | 
should be recognized as an eligible | 
member. I think the same is true of the | 
other professionals. Only those who are” 
qualified should expect to be recognized 3 


as members of the team. 
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Accountant’s Place in Estate 
Planning Field 


It is the belief of some C.P.A.’s who 
have given considerable thought to and 
have had much experience in estate 
planning that the C.P.A. is the natural 
member of the team to initiate the 
plan, to bring the necessity for an estate 
plan to the attention of the client and 
to do at least the preliminary work in- 
cidental to the development of such a 
plan. If the C.P.A. prepares his client’s 
income tax returns, he is already fami- 
liar with present assets and liabilities 
and the sources of income. He is un- 
doubtedly familiar, to some extent, any- 


d way, with the family status of his client 


and |@ as well as his business status, including 
ate | perhaps ownership in close corporations 
na- “} or partnership participation, and inci- 
dental to that, provision for ultimate 

life |} disposition of those interests in case of 
® his death or retirement. The C.P.A. also 

‘ate [has the natural knowledge of business. 
the @ financial and tax matters in general and 
"SG is accustomed to assembling data and 
) presenting it effectively. A natural pro- 
tis ty sression from that is charting of the 
to |) client’s objectives insofar as the disposi- 
e a | tion of those assets is concerned. Furth- 


cer- 


to a 

but 
; the 
indi- 
ning 


gible 4 
f the 7 
» are q 
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ermore, the C.P.A., because of continu- 
ing contacts with the client’s income tax 
affairs, is in the best position to note 
changes in his client’s assets or his 


» family or his wishes. Even underwriters 


will recognize that they have to come 


into the situation cold whereas the 
C.P.A. is already in on the ground 
floor. 


There has been too much hesitation 
by C.P.A.’s to bring to the attention of 
their clients the necessity for an estate 
plan. It is a natural inclination of a 











« 
we're sorry to see you leave, Flenser—your 
unders really kept the management on its 
toes!” 
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pression that he is trying to build up 
his fees. Nevertheless, almost any client 
will recognize the need for an estate 
plan once it is brought to his attention 
and will appreciate it even though there 
does appear the possibility of some per- 
sonal gain to the individual suggesting 
it. One C.P.A., who has devoted a great 
deal of time to the study of estate plan- 
ning, has expressed the belief that every 
man should have an estate plan no 
matter how small his estate may be, or 
in fact, whether or not he has an estate. 
In the smaller estates, death taxes may 
not be an important factor but other 
sound planning may be effective. In the 
smaller estates, of course, life insur- 
ance will often play the most important 
part. 


Procedure for Presenting Plan 


Assuming that the advantageous posi- 
tion of the C.P.A. to originate the plan 
is recognized, how does he proceed 
from there? Here is a report from a 
well known C.P.A. as to how his firm 
proceeds when a client indicates an in- 
terest in estate planning. 


(1) We prepare a complete analy- 
sis of his existing situation, including 
a listing of assets and liabilities, an 
analysis of wills, trust agreements 
and other documents affecting income 
or the estate, and then show compu- 
tations as to what tax effects will be 
upon death of either the client or his 
wife. 


(2) In a separate report we indi- 
cate a number of the alternatives 
available to him to improve liquidity, 
reduce tax, or otherwise improve the 
position of the family as a unit. We 
also make computations showing the 
effect of some of these moves if he 
adopted them. We do not specifically 
recommend a plan, but state at the 
end of this analysis that the time has 
come for a joint meeting of his law- 
yer, trust officer and life underwriter. 


(3) We then proceed to work with 
the client and the other members of 
the estate planning team in develop- 
ing the best plan, having in mind the 
objectives and prejudices of the indi- 
vidual, the tax factors and all other 
elements to be considered. 


Another well known C.P.A. in Texas 
describes the procedure of his firm as 
follows: 


“At the beginning we charge our- 
selves with the knowledge of the general 
framework of the estate tax and the 
gift tax so that we will know generally 
what information it is necessary to as- 
semble. A good deal of information is 
available from our own files and need 
not be separately gathered. Such of 
these facts as are expressed on the cli- 


ent’s books are stated first in a columnar 
schedule at book values. Other assets 
and liabilities are added to complete 
the list. The assets and liabilities are 
next extended in dollar amounts into 
the adjoining column, to be expressed 
there at the values it is estimated they 
would be taxable at upon his death. 
Some of the assets have an obvious 
value to be shown here, such as the 
life insurance, the cash in bank, etc. As 
to some of the others, the client him- 
self is often more familiar than anyone 
with the value of the things he owns 
and is willing to estimate a value to be 
used as a basis for the study. We make 
it a point to have the schedule show 
the authority for the values used so 
that there will not later be any misplac- 
ing of responsibility in this respect. 

“In estimating the values at which 
the estate assets may be taxed, the ac- 
countant often finds the opportunity to 
make one of his most important con- 
tributions to the study, particularly 
where stocks of closely held corpora- 
tions form’ a substantial part of the 
estate. In such situations, a separate 
study and report by the accountant may 
be justified, taking into consideration 
all of the features that are properly to 
be consulted in determining the value 
of the stock, including the past earn- 
ings, working capital, debt structure, 
prices of similar securities and the im- 
portance of the individual in the man- 
agement. 


“The client invariably has some plans 
regarding the disposition of his estate, 
so the assets and liabilities are then ex- 
tended into other columns to show the 
passing of the estate as the client first 
wishes, using a separate column for 
each beneficiary. The estate tax can 
usually be estimated at this point and 
the liability for its payment recognized 
in an appropriate position. When the 
client has substantial debt or when the 
estate tax is indicated to be large, the 
assets are usually set apart in a column 
to show how the debts are to be met. 
This exercise often indicates the prob- 
lem of liquidity. 


“When the first tentative statement of 
the estate and of the client’s wishes as 
to its disposition has been set up, the 
other members of the estate planning 
team are consulted and the entire plan 
is gone over carefully by all of them 
both individually and colléctively. When 
the plan has finally been decided upon 
with the approval of all of the members 
of the team, we in our office prepare 
an estate report for the client. This 
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contains a full statement of the account- 
ing facts upon which the plan is based. 
In other words, the tentative statements 
which were originally developed have 
now become final and are reproduced 
in this report. A narrative account of 
the plan in layman’s language is also 
incorporated in the report, as is a 
check-list of things to be done if it is 
felt necessary. Sometimes the lawyers 
indicate a wish to join us in this re- 
port and to present copies of the wills 
end other documents which are within 
the jurisdiction of the lawyers. In any 
event, it is submitted to the lawyers 
before the report is released. We find 
that this report has a very ready accept- 
ance by the client.” 


Both these descriptions of procedure 
emphasize the participation of the 
C.P.A. with other members of the es- 
tate planning team. The right to initiate 
and develop the plan is believed by the 
C.P.A. to be one of his privileges but 
I do not believe that after the initial 
plan has been developed, any C.P.A. 
wants to go further without the benefit 
of the wise counsel from other members 
of the team. 


Limitations 


While the C.P.A. is in a natural posi- 
tion to originate the plan he cannot 





properly involve himself in any of the 
legal work, and I do not know of any 
C.P.A.’s who are qualified to pass final 
judgment on various forms of life in- 
surance. At the most I can only see a 
C.P.A. indicating how much life insur- 
ance should be included in the plan 
and even then I would want to consult 
an expert on that subject. 


There is also the problem, if the 
origination of the plan is somewhere 
else than with the accountant, of how 
much of the plan he should participate 
in. Often the accountant is asked only 
to value certain assets and while that 
may be an acceptable assignment it may 
also be true that the accountant could 
do a much more effective job if he were 
permitted to view the entire plan. In 
such cases the accountant also has the 
problem of determining who is respon- 
sible for his fee. Therefore there should 
be a complete understanding, if the ac- 
countant is introduced to the plan by 
some other member of the team, that 
either the client or the client’s attorney 
will undertake the reimbursement of 
the accountant. 


Qualifications of Accountant 


Knowledge of the general framework 
of the estate tax and the gift tax is a 
fundamental qualification for participa- 





Gross income . 
Taxes on income . 








MANUFACTURER OF: 

industrial Lift Trucks 
and Hoists 

Locks, Door Closers, 
Pumps and other 
Hardware Products 

Powdered Metal 


YALE & TOWNE 


HIGHLIGHTS OF REPORT TO STOCKHOLDERS 


Costs and expenses . 


1955 1954 
SALES and other receipts . $105,978,076 $88,982,724 
96,028,239 85,243,407 
9,949,837 —~ 3,739,317 
suis 5,270,000 1,912,506 
NET INCOME FOR YEAR . 4,679,837 1,826,811 
Nonrecurring credit. . . 1,570,334 ae ee 
NET INCOME AND CREDIT . $ 6,250,171 $ 1,826,811 
NET INCOME PER SHARE =e 6.25 $ 2.89 

(Not including nonrecurring credit) 

Shares outstanding at Dec. 31 749,267 631,536 
Cash dividends declared $ 1,835,922 $ 1,258,822 
Income reinvested in business . 2,843,915 567,989 
Payroll and employee-benefits 36,936,294 34,586,185 
$ 52,274,998 $43,234,675 


Stockholders’ equity 








Products 


CASH DIVIDENDS 
paid in every year 
since 1899. 

Next quarterly dividend, 
75¢ a share, payable 
April 2 on stock of 
record March 15. 








tHe YALE & TOWNE smanuracturinc company 
Executive Offices: Chrysler Building, New York 17 

13 PLANTS AND RESEARCH CENTER in the United States, Canada, 

England and Germany. 


LICENSED MANUFACTURERS in Australia, Belgium, France, 
Italy, Japan and Spain. 


Sales representatives throughout the world. 








ting in the field of estate planning. The 
accountant must know the elementary 
requirements for the computation of the 
gift tax which involve the $30,000 life 
lime exemption and the $3,000 annual 
exclusion for each beneficiary or donee 
as well as the fact that the gift tax is 
accumulative. He should also be aware 
of the relationship of the gift tax rates 
io the estate tax rates and the effect of 
the marital deduction under the gift tax 
law. should also be 
aware that although certain transfers 
may be subject to gift tax, they may 
also be included in the gross taxable 
estate of the donor. 


The accountant 






With regard to the estate tax. the | 


computation of the tax, recognizing the 
marital deduction, the specific exemp- 
tion, debts of the decedent and chari- 
table bequests. is only the beginning 
of the problem. Determination of what 
property is includible in the gross es- 
tate is no small assignment. The ac- 
countant who engages in estate plan- 
ning should be aware of the conse- 
quences of gifts in contemplation of 
death or transfers taking effect at death, 
as well as the possible effect of a power 
to revoke or change disposition and the 


retention of the use of or income from 7 


property for life. There are situations 
where the existence of powers of ap- 
pointment may destroy intended results. 
If an accountant is to work in these 


areas he must be familiar with the sig- 7 
nificance of such terms as “reversion- 7 


“terminable interests.’ 


“common disaster” clauses. 


ary interests,” 


Determination as to whether or not 
the proceeds of life insurance payable 
other than the estate 
are includible in the gross estate be- 
comes important and an understanding 
of the term “incidents of ownership” is 
essential. The necessity for secondary) 
beneficiaries is also a matter which 
should be understood. 


to beneficiaries 


The peculiarities of the law relating 


to stock purchase agreements are of 
great importance when such an agree- 
ment is under consideration as a_ part 
of an estate plan. 


A A A 


“SUPPOSE You D1iE TOMORROW” 


This is the title of an article which 
T&E’s Federal Tax Editor Samuel J. 


Foosaner has written for the March issue | 


of The American Home. Illustrating the 


tax and dispositive advantages of mak- 7 








gee 


ing a proper will, the article gives con- © 


structive help to the layman in doing 


some pre-planning before going to his J 


lawyer. 
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TRENDS IN INSURANCE SETTLEMENTS 


Swing toward Trusteeship — Liberalization of Options 


RALPH N. HARKNESS, C.L.U. 


Assistant Director, Insurance Services and Planning, 
The Northwestern Mutual Life Insurance Company, Milwaukee 


T IS THE PURPOSE OF MOST TRUST 
] instruments—and of the settlement 
part of life insurance contracts — to 
carry out the concept of furnishing an 
income sufficient to maintain a decent 
standard of living. The real function of 
a life insurance agent is to distribute 
life insurance. However, the manner in 
which this is done is of tremendous im- 
portance to him and to his buyers. 


The standard approach to personal 
insurance is rightfully via the income 
route. But this has led to a confusion 
of means and ends. On the means side. 
the income approach is designed to get 
men to see their needs for life insur- 
ance (in the absence of other capital) ; 
on the other, the ends or implementa- 
tion side, there is what you do with this 
capital to make it perform as income. 
The quasi-trust provisions, the “settle- 
ment options,” or whatever name is given 
to the planned distribution of life in- 
surance proceeds, which are the sub- 
ject of this discussion, combine func- 
tions common to both wills and trusts. 

While not discounting the import- 
ance of establishing basic income pro- 
grams that beneficiaries cannot change, 
one of the most serious problems in the 
life insurance industry is the plight 
of some widows and orphans coming in 
for rigid, out-of-date income distribu- 
tion patterns set up long ago in an en- 
thusiasm that did not carry any follow- 
up. Let us say that the average insur- 
ance policy is bought at age 35. Let us 
assume further that the average claim 
will come about 25 or 30 years later. 
The odds are not good that the original 
settlement will be appropriate at the 
time of claim. What are some of the 
circumstances and devices that can save 
a typically rigid and mandatory settle- 
ment? Well, perhaps: 

A. None of the policies will be 
lapsed. 

B. The insured will not eat up the 
proceeds with loans. 


Based on an address before Life Insurance and 
Trust Council of Nashville. 
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C.. The insured may even take out 
more policies. 


D. He may accumulate adequate 
outside property (and may leave it in 
trust). 

E. There may be serious deflation. 

F. Social Security may be broad- 
ened or increased. 


G. The family’s standard of liv- 
ing may have decreased over the 
years. 


H. Lastly, the agent, or agents 
from other companies, may have re- 
viewed these settlements so that they 
reflected current family circum- 
stances. (A highly altruistic, desir- 
able, but rather improbable proced- 
ure.) 


This rigid approach represents one 
school of thought in the use of the trust 
provisions of policies. Is it not true 
that in many cases this attitude is per- 
haps the result of confusing the pro- 
cess of estimating capital requirements 
with the distribution of the capital? 
Many people think so who argue that 
this is not an effective method of mer- 
chandising a useful financial product— 
life insurance capital. 


The accompanying exhibit illustrates 
the problem graphically. The data on 


insurance settlements when it comes to | 


being current. 


Maximum Flexibility for Direct 
Beneficiary 


You are familiar with trusts that are | 
governed by a philosophy of granting | 
wide powers and real flexibility to the | 
trustee in the distribution of estate as- | 


sets, and you may have detected a swing 
from the rigid settlement of life insur- 


ance proceeds. In my company, and in | 
others (especially those who have an & 
unusually high percentage of proceeds j 
settled under options), there has been § 
a trend in recent years, however, to- q 
wards making sure that the direct bene- 4 


ficiary has maximum flexibility. I can 


report that this is a definite industry 


trend. What are the reasons? Perhaps 
these are particularly valid: 


A. A realization that agents and in- 
sureds procrastinate about 


conditions. 


B. The inflation of the war and post- 
war years has made fixed dollar settle- 
ments less attractive. — 


C. A conclusion has been reached J 





wills comes from a 
sampling of 773 
filed in Mil- 
waukee County, 
Wisconsin, over a 


wills 


Percentage distribution of elapsed time between execution of wills 7 
and insurance settlement agreements, and death. 





6-month period from 
January 1 to June 





30, 1954. The data 
on options comes 
from an equivalent 
number of settle- 
ment option elec- 
tions put into oper- 
ation by death dur- 
ing the same period. 
This exhibit sug- 
gests that wills, no- 
toriously outdated 
(and often non-ex- 
istent) seem to have 
a big edge on life 
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by many agents, lawyers, trust officers, 
companies and insureds that there are 
often many years between the time a 
settlement is elected and when it pays 
of. (1 have not heard of many settle- 
ments that are void if not formally re- 
viewed in five years, although many 
business life insurance contracts have 
this provision) . 

D. There is a greater appreciation 
of the changing nature and extent of 
survivorship benefits under Social Se- 
curity, employee benefit plans, and 
group life insurance. An infant can die 
—and up to $35,000 of Social Security 
income is lost to a widow; the provi- 
sions of a pension plan change and 
death benefits cease or are diminished; 
aman loses his job or passes 65 and his 
group insurance may be no more. 


E. Our population has become ur- 








“If you start a substantial twenty year policy 
for him right now, he can retire before he 
even goes to work!” 





han, industrialized. concentrated —- and 
mobile. Americans are on the move — 
and as insureds they do not take the 
original agent. 

F. Agents are mobile too. The turn- 
over rate remains high. 


G. The widows of tomorrow are get- 
ting somewhat better training in hand- 
ling money. The American housewife has 
become the financial manager of the fam- 
ily’s income. With the tremendous in- 
crease in real family income, and in 
disposable income, the ladies are hand- 
ling the family bank account —- more 
and more they are writing the premium 
checks. The Premium Collection divi- 
sion of our Home Office thinks this fig- 
ure is now running over 50%. 

H. Changing and adding settlement 
provisions can take a greater and great- 
er segment of an agent’s time. And 
while the eleemosynary satisfactions are 
great, the financial ones are apt to be 
otherwise unless the agent is in a 
Position to capitalize on option service 
as a merchandising tool. Under such a 
system. is not the non-prospect going to 
get a little less service? 
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I. In some companies only 30% of 
all claims are paid in cash. The life 
income options guaranteed in policies 
before 1947 or so are severe — some 
are over 20% light against today’s ex- 
perience, and with each year that passes 
reserving these guarantees becomes fi- 
nancially more and more burdensome. 


As a result of these forces and in 
combination with the enormous increase 
in industry use of options (about 32% 
in 1954), what trends have developed? 


New Trends in Contracts 


W hat do life insurance contracts them- 
selves give by way of settlement rights 
(with those of one unnamed company 
excepted) ? First, they almost all allow 
the insured or the owner of the contract 
to select one option for a direct benefi- 
ciary, and (less frequently) one for 
contingents. Next, in the absence of an 
election, the direct beneficiary usually 
has the opportunity to select one option 
for herself — sometimes, she may se- 
lect one for the beneficiary. The con- 
tingent usually has no rights; indeed 
some companies do not even mention 
the possibility of second takers in their 
contracts. By terms of the contract, then, 
service is rigidly restricted, and in most 
cases, the insured can do more for his 
beneficiary than she can for herself. 


Rights to service, then, can be, and 
are (sometimes) added by endorsement 
to rather narrowly drawn contracts. 
These endorsements are added by com- 


pany practice — and with a good rea- 
son: self-protection — because this type 
of trust service is more valuable at 


some points in the economic cycle than 
at others. For these reasons, perhaps up 
to 50% and more of the settlements 
elected by the insured before his death 
represent an attempt to add rights not 
present in a life insurance contract. 


These, then, are in the nature of 
grafting on additional trust services — 
services available to, but not exercised 
in advance of death by more than 
about 10% of a company’s existing pol- 
icyholders. The addition of these extra 
rights depends upon the accident of 
one’s choice of agent, or, in many 
cases, upon the attitude of one’s lawyer 
or trust officer. Here mutuality and 
contractual liberality of treatment are 
dependent upon prior action by the 
insured — unless the beneficiary is to 
be subject to “company practice’ — 
something that varies greatly with the 
institution involved and is subject to 
change without notice. 
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and investment matters, corre- 
spondent banking, safe-keeping 
for securities, handling foreign 
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trust service that you or your cus- 
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SPECIALIZED PROBLEMS 
OF RARE COINS? 


FREE - Send for this new, informative 

brochure at no obligation. 
Discover the many avenues that are 
open to you for the safe, proper and 
profitable disposal of coin collections; 
by STACK’S one of America’s oldest, 
largest and most reputable coin deal- 
ers and appraisers. 


SEND FOR YOUR FREE COPY 
TODAY! 








STACK’S 


123 W. 57th STREET, NEW YORK 19, N. Y. 


Please send me at no obligation, your free 
booklet about the handling of rare coins and 
coin collections. 


Name 
Address wand 


City 


Bank 
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A complete Trust Service 


in CLEVELAND 


Your requirements for 
ancillary trust services in 
the Great Lakes Area will 
be met efficiently and 
promptly at Central 
National Bank. Our Trust 
Department staff is com- 
petent and experienced in 
handling all phases of per- 
sonal and corporate trust 
matters. 

Please write or call when 
we can serve you in this 
capacity. 


CENTRAL NATIONAL BANK 
of Cleveland 


Member Federal Deposit Insurance Corporation 





I DON'T WORRY 
ABOUT MY ESTATE- 
I LEFT IT IN THE HANDS 
OF FIRST NATIONAL 
BANK OF NEVADA 
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branches throughout Nevada 


FIRST 
NATIONAL BANK 
of NEVADA 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION , 
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So agents, trust officers, and lawyers 
all over the country have been insisting 
that flexible rights—what amounts to 
trust service—be added. These settle- 
ments usually take the form of the in- 
terest option with the right to withdraw 
and the further right to change to the 
life income or other options. Companies 


have been aware of this trend — this 
demand that they modify their con- 
tracts in advance — in order to accom- 


plish the things insureds, estate plan- 
ners, trust officers, lawyers and others 
think they should these days. 


But the companies, be they stock or 
mutual, have to think of all their stock- 
holders and all their policyholders. They 
must decide whether to be liberal or 
otherwise -—— and there are some 900 
compromises between these poles. Most 
try to do some of the things they are 
asked to do but most companies attempt 
to make the blank checks reques‘ed con- 
tain some elements of unattractiveness, 
so that selection against the company 
will be reduced — because trust service 
costs money. Not only does option ser 
vice cost money — the mailing of 
checks, the physical handling. ete. — 
but, much more important, the annuity 
rates are less adequate every year. Each 
year those old life income rates get 
rougher. 


Possible Insurance Industry 
Approaches 


What have the benefit planning de- 
partments of companies seen as attempts 
to get around this dilemma? For one 
thing, more and more trusts are being 
named to receive funds instead of nam- 
ing minor children as contingent or 
second beneficiaries. 


Many insureds have felt that the op- 
tion settlement route, matter how 
liberal, does meet the uncertain- 
ties of the future adequately. They 
know that the individual needs of the 
gifted child — or his less fortunate 
brother — are widely separated. And 
similarly the financial demands of a 
child who is handicapped or who gets 
sick after the death of a parent or par- 
ents differ from those of a completely 
healthy sister. 


no 
not 


To a lesser degree, but for the same 
reasons of flexibility, more insureds are 
having all their policies paid to a trust 
in the first instance. The latitude of 
trustees to deal with complicated busi- 
ness and tax matters is a must in many 
estate situations. 


I predict that the insurance industry 


will probably take one, two, three or 
four new approaches to the subject: 


A. First, life insurance companies 
will emphasize the capital or lump sum 
aspects of life insurance — and, in my 
opinion, the recent stress on special 
rates for larger amount policies is re. 
lated to this concept. Option rates will 
still be used as a sales method, to deter 
mine capital requirements, but the trend 
will be towards less confusion between 
means and ends, 


B. Second, companies will find some 
way of guaranteeing the broadest op. 


tion service to both direct and contin. | 
gent beneficiaries —- by contract. Thev | 
will find some method whereby the § 


policyholder can grant no more rights 
than are already available to the bene. 


ficiaries in the contract at his death. | 


(I do not mean to suggest that the pol- 
icyholder or insured should not — or 
will not be able to — limit his benefi- 
ciary if he wants to restrict the manner 
in which funds will be disbursed. Thus 
freedom for beneficiaries to act in the 
light of actual conditions 
broadened. 


will 


C. Third, to protect future policy- 
holders and to make the use of options 
a more mutual operation, methods will 
be sought to put the annuity and trust 
aspects of options on a pay-as-you-go 
basis. Thus one beneficiary settling for 
cash and another for income should re- 


ceive a more closely equivalent deal. | 


D. In 


a further effort to 


the freedom of beneficiaries to act when § 
all the facts are known, is it not possible | 


that companies will swing to the concept 
of the policy-owner’s having all the 
rights? That the insured, because of 
considerations of flexibility and taxes, 
will become just a vehicle for the in- 
surance, with no rights unless, of course, 
he is also the owner of the policy? Un- 
der such a plan, a wife could own an 
insurance policy on her husband. With- 
in a period of savy 60 days after his 
death, she could change beneficiaries 
and set up options moving together — 
or following one another as conditions 
dictate. 


The form and philosophy of the sys- 
tem of disbursing the proceeds of Amer- 
ican life insurance have been changing. 
It appears that we are only at the be- 
ginning of these changes. The social 
and economic forces that are combin- 
ing to effect these changes seem here 
to stay. 


A aA 


be § 


increase § 
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Trust Assets Rise in 
Five States 


Total resources of the trust depart- 
ments of state banks in California at 
the 1955 year-end amounted to $2,333.,- 
796,000, Superintendent of Banks, Wil- 
liam A. Burkett has reported. This com- 
pares with $2,235,958,000 at the close of 
the previous year, and represents a gain 
of over four per cent. 


Aggregate trust assets for the trust 
departments of trust companies in Mas- 
sachusetts rose 12% from $1,885,288,- 
000 on December 31. 1954, to $2,109,- 
887,000 at the 1955 year-end according 
to the recently received report of the 
Commissioner of Banks. The latter figure 
included $667,925,000 in Government, 
state and municipal bonds; $296,472,000 
in other bonds: and $999,496,000 in 
stocks; all representing very little change 
from the percentages of last year. 


In Ohio, personal trust assets in state 
hanks and trust companies aggregated 
$1,630,508,560 on December 31, 1955, 
compared with $1,430,711,275 a year 
earlier according to figures from the Di- 
vision of Banks. This represents a gain 
of 14%. In the same period corporate 
trusts increased from $311,449,683 to 
$366,196,569. 


Pennsylvania trust funds rose from 
$4,029,332,340 to $4,395,239,469, a gain 
of approximately 10%, the Department 
of Banking reports. Corporate trusts 
during the year grew from $4,304,232,- 
\71 to $4,463,671,754. 

Total assets under administration by 
trust departments in state banks of 
Washington amounted to $65,913,623 
on December 31, 1955, a gain of 8% 
over the $60,862,278 of the previous 


© year, supervisor of banking R. D. Car- 


tell reports. Investments represented 
$55,437.021 and the division of the 
total into various types of accounts was 
as follows: 


Private Trusts $48,544,157 
Corporate Trusts 2,624,237 
Court Trusts ; F 8.131.143 
Other Liabilities 34,794, 
Trusteeships under. bond 

& note issues 6.579.292 


Trust department earnings in 1955 
lopped the previous year by 19.5%, be- 
ing $300,424 compared with $251,223. 

A 2 A 
®The proposed Uniform Commercial 
Code was rejected last month by the 
New York State Law Revision Commis- 


sion on the ground that it is unsatis- 
‘actory in its present form. 


APRIL 1956 


NEW 
DIRECTORS 
OF COUNCIL 


New Board of Di- 
rectors of the Mon- 
terey County Estate 
Planning Council. 
From 1. to r.: Ben 
Rocea, Jr., Robert 
T. Kattner, Edward 
J. Mintz, A. S. 
Glikbarg, Paul 
Lawrence, and Tom 


May, Jr. 





Making Your Will on TV 


Teachers College at Columbia Uni- 
versity has not rested on the survey 
announced a year ago (T.&E., Apr. °55, 
p. 282) which revealed that nearly 50% 
of the graduates of Columbia’s profes- 
sional schools had no wills. It has pre- 
pared a series of booklets on “Some 
things you should know about (1) Mak- 
ing a will, (2) Changing a will, (3) In- 
cluding Teachers College in your will. 
(4) Tax savings through bequests, and 
(5) Case histories of bequest plans. Re- 
quests for the series may be addressed 
to the General Secretary, Teachers Col- 


lege, New York 27, N. Y. 


In cooperation with the Michigan 
Bankers Association the College has 
also prepared a script for a 30-minute 
television film “As You'd Like It—By 
Making Your Will.” Taking a typical 
joint tenancy problem, the script de- 
velops the desirability of careful estate 
planning, using the panel technique in- 
cluding judge, attorney and trustman. 


A A A 


Allison to Advise 


Federal Reserve 


James W. Allison 
has been designated 
by the Board of 
Governors of the 
Federal Reserve 
System as a spe- 
cial consultant in 
connection with the 
emergency defense 
planning program 
as related to the 
banking system. Mr. Allison, whose home 
is in Orange, Va., was formerly vice 
president of the Equitable Trust Com- 
pany of Wilmington, Del., and has been 
lecturing at the University of Virginia. 
In 1945-46 he was president of the Trust 
Division of the American Bankers Asso- 
ciation. 






JAMES W. ALLISON 





Trust Council Activities 


Monterey County, Cal.—New officers: 
Pres.—Robert T. Kattner, assistant trust 
officer, American Trust Co.. Salinas; 
Vice Pres.—A. S. Glikbarg, attorney; 
Sec’y.—Tom May, Jr., life underwriter; 
Treas.—John Maness, C.P.A. 

Chicago—John O. Todd. president of 
Todd & Zischke Services, Inc., addressed 
the March 8 meeting important 
phases of Business Life Insurance. 


on 


Indianapolis—Eldon H. Nyhart, at- 
torney and executive vice president of 
Howard E. Nyhart Co., Inc., discussed 
at the March 15 meeting “Federal Tax 
Consequences of Distribution from 
Qualified Pension and/or Profit Sharing 
Plans.” 


Des Moines—Charles E. Harris spoke 
on “Income Tax Problems of Estates 
and Trusts” at the March 5 meeting. 


Pittsburgh—James D. Harlan, vice 
president and trust officer of Peoples 
First National Bank & Trust Co., spoke 
on “Administration of a Decedent’s Es- 
tate” at the March 13 meeting. 


Rhode Island — Professor A. James 
Casner, Jr., of Harvard Law School 
presented “Planning the Estate of a 
Person whose Principle Asset is Stock 
in a Closely-Held Corporation” at the 
March 26 meeting. ' 


El Paso—Joseph F. Nelan, vice presi- 
dent and trust officer of El Paso Nation- 
al Bank, discussed “Problems in Ad- 
ministering Estates and Trusts” at the 
March 20 meeting. iy 

Fort Worth—J. B. Thomas, president 
of Texas Electric Service Co., spoke on 
“The Gruen Plan for a Greater Fort 
Worth Tomorrow” at the March 27 
meeting. 

Tacoma—David E. Ellison, trust off- 
cer of Seattle-First National Bank, dis- 
cussed “Clifford Trusts” at the March 
13 meeting. 
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Two Basic Theories of Merchandising Trust Services it | 

conf 

ently 

WILLIAM R. SPINNEY aise 

, . : ays 

Assistant Trust Officer and Manager, Estate Planning Department, and 

Title Insurance and Trust Company, Los Angeles 

( 

| j ( 

OW TO SECURE MORE TRUST BUSI- ayo ono, ales the property owner has already retained . 

ness of a better quality is an old ate of Bowdoin Col- tax counsel, there is usually little re. y 
subject of discussion which warrants lege, was formerly quired of the trust department except 

another article only if some new point ee peng to offer the attorney mechanical aid d 
of view can be presented; and in TRUSTS cer of a life insur- such as the making of computations, 

AND ESTATES, only if it is of interest to ance wi amg and the drafting of inter vivos trusts, I 
lawyers, accountants and life under- 3** yen stig Lite although there are some situations in 
writers as well as to trustmen. Underwriters Associ- which the department can be of material 

-- : : ation and the foun- aid to the tax attorney in connection t 
This is an attempt to explain WO fe tie Pile. ae dae tec oa 
basic theories of merchandising trust State Life Underwriters Association. He or- W!t2 personalities, the Justification o 

services, developed to an extent not ganized the estate planning departments of the higher fees to which highly compe- 

: : ; Title Insurance and Trust Co. in Los An- : = : ; : ¢ 

commonly practiced, which has resulted din, ‘dak Wh Calan Wits temereiee cal waiae aca are entitled and other 

in an increase in identifiable new busi- Trust Company in San Diego in 1940. special circumstances. 


ness (all personal customer new busi- 
ness, exclusive of wills in attorneys’ 
files of which no knowledge is possess- 
ed) of 102% during the past two years 
and 127% during the past three years.* 
But more important than these substan- 
tial increases in volume is the fact that 
the manner of securing the business 
results in a far greater percentage of 
wills being “good” when the testator 
dies, than is understood to be the ex- 
perience of other trust institutions in 
the territory. The method of securing 
the business also affords unusual op- 
portunities for developing immediate 
fee business. 


The theories have received prior lip 
service, and a few institutions have gone 
some distance in converting the theories 
into practical working plans, but so far 
as I know none has developed their full 
possibilities. 


The Theories 


Theory number one: Every potential 
trust customer is entitled to a compre- 
hensive estate plan. This applies to 
small estates as well as large. 

Theory number two: The merchan- 
dising target should not be, primarily, 
the ‘potential trust customer, but the 
“third party,” who can influence the 





*It is contrary to the policy of the author's 
cempany to release for publication volume figures 
on trust business ; however, indentifiable production 
figures have been furnished to T&E in confidence 
and they are sufficiently substantial to give signi- 
ficance to the percentages cited in the article. 
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potential customer. Aiming at the cus- 
tomer is hunting for business with a 
blunderbus, expensive and_ ineffective. 
Aiming at the “third party” is hunting 
for business with a rifle. It seems ex- 
pensive, but it is not, and it is very 
effective. 

Any property owner to whom it is 
suggested that he use corporate trust 
service has a right to two things: (1) 
superior administration, which we may 
assume he gets in most competent insti- 
tutions; and (2) efficient, comprehen- 
sive analysis of his trust service needs. 
which he too seldom gets. In most cases 
he is handed something over the count- 
er, so to speak, and frequently, possibly 
usually, it does not fit him when he 
puts it on. This statement is made out 
of twenty years of estate planning ex- 
perience. It is time to take an appraisal 
of trust merchandising practices and to 
improve our methods. 


By an efficient, comprehensive analy- 
sis of a property owner’s trust service 
needs, we mean an anlysis of his busi- 
ness, personal and family affairs exten- 
sive enough to disclose whether he has 
need for trust services, and if so, the 
type indicated and the extent to which 
such service should be employed. 


Professionals Have Rights, Too 


This process is the very foundation 
of the service of tax attorneys. When 





It is when no tax attorney has been 
retained, however, that the estate plan- 
ning department can be of greatest as- 
sistance. Highly competent counsel spe- 


cializing in other fields cannot be ex- 7 
pected to devote the time to research § 


in an estate planning situation to de- 
velop an adequate plan unaided. The 
same is true of a lawyer practicing gen- 
eral law. Such attorneys have a right 
to expect that trust institutions to whom 
they are referring business will give a 
service that will help them past unfa- 
miliar obstacles of insufficient complica- 
tion to justify retaining associate tax 
counsel, Where the obstacles are com- 
plicated, the trust officer should advo- 
cate retention of associate tax counsel. 


Accountants, who are frequently so 
highly proficient in income tax matters. 
but are only rarely concerned with es- 
tate planning, have a right to expect 
competent assistance in estate, inheri- 
tance and gift tax matters from a trust 
institution to whom they are referring 
business, unless, again, the matters are 
sufficiently complicated to warrant the 
retention of tax counsel. 


Life underwriters who initiate poten- 
tial trust business also have a right to 
expect a similar service. 


And finally, the property owner him- § 
self has a right to expect competent as 9 
sistance up to the point where his own | 
counsel can take over or tax counsel F 


be retained. 
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Facts First 


The first step in rendering this ser- 
vice is to set up a conference with the 
property owner to obtain needed facts. 
He should be urged to have his attorney 
sit in on the first and all subsequent 
conferences. If his affairs are suffici- 
ently complicated so that he retains an 
accountant, the accountant should be 
present. It will be necessary to know 
and record: 


1. Each 
(a) How title 
(c) cost; (d) 
source of purchase price; 
yield. 

2. Value of stocks and bonds (with 
data similar to #1.). 

3. Average bank balances, 
mercial and saving. 


item of real property 


is held; (b) value; 
encumbrances; (e) 
(f) net 


com- 


4. Value of business interests. 


5. Valuation of household furni- 
ture, personal automobiles, etc. 


6. Life insurance on each spouse 
(a) Amount; (b) cash values; (c) in- 
cidents of ownership possessed by 
whom; (d) method of payment of 
proceeds; (e) loans against policies. 

7. Unsecured debts. 


8. Terms of both spouses’ wills 


and of inter vivos trusts. 


9. Ages of spouses. 


10. Ages and marital status of 
children. 

11. Income tax bracket of spouses 
and children. 


12. Name, address and telephone 
number of customer’s attorney. 


13. Name, address and telephone 
number of property owner. 


From these data there should be com- 
puted: 


1. Probate expenses, cost of dis- 
solving joint tenancies or tenancies 
by the entirety, inheritance and es- 
tate taxes at husband’s prior death, 
wife’s subsequent death, wife’s prior 
death and husband’s subsequent death 
under existing conditions. 


2. Same sequence of computations 
after assumption of such changes as 
it is deemed advisable by attorney 
and other advisors to make. 


3. Savings to be accomplished by 
new estate plan. 


When these computations are com- 
pleted a memorandum should be pre- 
pared for the property owner, with a 
copy for the attorney and each other 
advisor (underwriter and accountant). 
should be 
prepared for the attorney detailing the 
suggested estate plan and the reasons 


A special memorandum 


for each suggestion. This memorandum 
should never be shown to the customer 


or to the other members of the plan- 
ning group. The plan should be altered 
in accordance with suggestions which 
the attorney may make. Frequently the 
altiorney knows facts which the prop- 
erty owner has not disclosed to the trust 
officer, affecting the practicability of an 
estate plan. 


The Conference Atmosphere 

In sessions with the properiy owner 
a conference atmosphere should be pre- 
served at all times. There should be no 
“selling” of anything. We have a rule 
in our Estate Planning Depariment that 
we never ask for business. The prop- 
erty owner is told about this rule in the 
first conference. We try to be so help- 
ful to all members of the group that 
the business will naturally flow to us. 
It is the aitorney, the accountant and 
the life underwriter who suggest that 
our services be used. 

This conference aimosphere permits 
the property owner to relax, to gain 
confidence in the sincerity of his ad- 
visors and:to open his mind to ideas 
that are new to him. And it results in 
business of the highest quality: busi- 
ness that persists. Customers dragged 
in by the hair escape as soon as you 
let go of the hair. 





Attorneys 


TO THE NORTHERN TRUST 


Can Have Full Confidence 


IN BRINGING ESTATE PROBLEMS 














The experience of The Northern Trust 
in the administration of estates has 
proved to be of great value to attor- 
neys and their clients. Our Trust 
officers have the specialized knowledge 
required for the proper handling of 
probate, tax and all other financial 
matters. 

You can discuss your clients’ estate 
problems with The Northern Trust 
with confidence and be assured of 
personal, understanding attention at 
all times. The full range of the Bank’s 
facilities will be at your disposal. You 
may wish to discuss the ways in which 
The Northern Trust can be of assist- 
ance to you and your clients at an 
early date. We will be pleased to ex- 
plain our services in your offices, at the 
Bank, or wherever you may suggest. 





THE 


NORTHERN TRUST 


COMPANY 


Northwest Corner LaSalle and Monroe Streets, 


Chicago, Illinois 
MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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It must be the constant effort of the 
trust officer to cement more firmly the 
relationship between the attorney and 
his client. There are frequent oppor- 
tunities to do this. The trust officer can 
justify adequate fees by pointing out 
the attorney’s high overhead, his years 
of preparation for practice, and the fact. 
that, unlike a doctor, the attorney does 
most of his work out of the presence of 
his client, and therefore the client may 
not realize the real time and effort ex- 
pended on his affairs. There will be 
occasions where the attorney is unfa- 
miliar with taxation and his standing 
with his client can be maintained by 
the assistance which the Estate Planning 
Department can give him, and where 
the problems involved do not warrant 
the retention of associate tax counsel. 

It is proper for the trust officer to 
point out the need for life insurance 
and often the purchase of the required 
insurance follows as a matter of course. 
Under no circumstances should the life 
underwriter put any pressure on the 
property owner. during a joint confer- 
ence. 


Estate Planning Personnel 


To establish the group conference 
system of operation it is necessary to 
have an Estate Planning personnel ade- 
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quate in personality, temperament, ex- 
perience and knowledge to meet the 
requirements. The young salesman type, 
given a monthly quota which he must 
produce, definitely will not qualify. He 
will lack experience, training in law 
and taxes and the tempo which comes 
with mature years and which inspires 
confidence in large property owners, 
and the other members of the planning 
group. 

My department has a rule against ad- 
mitting to membership of the staff men 
under 45, and we prefer men who are 
55. We disregard retirement, hiring the 
members of the staff back again when 
they attain compulsory retirement age. 
Of the five officers on the staff, two are 
lawyers with many years of experience 
in private practice: two are former life 
insurance home office company officials, 
and the fifth was formerly a city man- 
ager of several of the larger cities. The 
conference method is natural to all of 
them. 

Unfortunately, adequate titles are 
seldom given to trust department per- 
sonnel. Institutions will give vice presi- 
dency titles to men in the parent organ- 
ization who never come in contact with 
customer relations problems, but expect 
the most prominent lawyers in the city. 
and the community’s richest citizens, to 
deal in trust matters with men given 
the lowest title at the disposal of the 
institution, no title at all, or a spurious 
title. There may be two causes of this 
policy: the trust department is not a 
maker compared to the 
profit possibilities of the parent organ- 
ization, and the top brass of the parent 
organization usually 
through administrative routine. Merch- 
andising of service is looked upon as a 
purely sales activity. calling for a “leg” 
salesman who gets out and hustle for 


large money 


has come up 


business. 


Complete 
Trust 
Service in 


Georgia 


—through TEN offices 


The CITIZENS & SOUTHERN 


ATHENS @ ATLANTA ® AUGUSTA 
MACON @ SAVANNAH @ VALDOSTA 


The conference method of estate | 
planning puts emphasis on_ technical 
knowledge and service. Only for ade- 
quate reasons should conferences be | 
held at the office of the property owner, | 
They should be held in the Estate Plan. 
ning Department or the attorney’s office, 
to secure uninterrupted conferences — 
which is necessary to impart an under. 
standing of the intricacies of estate 
planning to a layman—and to avoid 
the atmosphere of “selling” something. 

There should be available to the de- 
partment comprehensive tax services, 
We have three complete looseleaf  ser- 
vices—the same services found in tax 
attorney's offices. We subscribe to tax | 
periodicals. One of the most complete | 
law libraries in the city is available in | 
our own plant. Once a week a staff 
meeting is held for the discussion of 9 
new or troublesome tax laws, rulings 
or decisions. Tax attorneys are some- 
times invited to join the group to lead 
the discussion on topics of peculiar in- 
tricacy. The purpose is to equip the 
staff to work intelligently with third 
parties: and particularly with lawyers. 


Cooperating with Third Parties 


Much trust 
intiated by attorneys, accountants and 
life underwriters. No institution 
self-sufficient that it afford the © 
luxury of disregarding their interests. 7 


new business 
is so 


can 


There are two types of cooperation, one 
general, the other specific. 

The general type seeks to advance 
the knowledge and skill of the coopera- 
ting third party. Illustrative of this is 
our practice of holding a tax forum 
which fills the orchestra of the largest 
theatre in Los Angeles, with twenty tax 
attorneys — ten each year — address 
ing lawyers. accountants and life under- 
writers. A transcript of this forum is 
published — a 74 page book in 1955 — 
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and mailed to all attorneys, account- 
ants and life underwriters in seven 
Southern California counties. 


We mail to the same list each year 
copy of a book,* which we purchase 
with our covers replacing the publish- 
ers covers, and offer additional copies 
for distribution to laymen by the at- 
torneys, accountants and life under 
writers. This has been our most suc- 
cessful publication from the point of 
view of immediate traceable new busi- 
ness secured. Not only does it assist the 
third party directly, but it conditions 
the mind of the property owner to the 
processes of estate planning so that he 
gives greater cooperation to all of his 
advisors. 

We distribute a Probate Form book, 
to California lawyers, a Specimen Form 
of Will, Specimen Trust Forms, and 
the like. 

We frequently distribute to lawyers 
reprints of articles of special interest. 
and lawyers make up most of the mail- 
ing list of a monthly tax letter.+ 

The rest of the mailing list consists 
of accountants and a few customers. 

To our will file list and to women, we 
mail a bi-monthly publication.¢ This 
publication has found great favor with 
women. and we find that husbands read 
it also. The mailing list is secured by 
distributing 
forums 


copies at two women’s 


which we sponsor each year. 
asking the women to pass in_ their 
names if they want to receive it regu- 
larly. We are about to increase the dis- 
tribution of this publication by adding 
the names of trust beneficiaries to the 
list. 

While it might seem that this latter 


publication is not for the benefit of the 





*Estate Planning Quick Reference Outline, Com- 
merce Clearing House, Inc., Chicago. 


jEstate and Tax News, Prentice-Hall, New 
York. 
iTo Have and To Hold, Trusts and Estates, 


New York. 


third parties, it indirectly serves their 
interests. Attorneys address the forums 
and the publication causes the women 
to go to their attorneys, and to be more 
cooperative when the lawyer is planning 
the estates of their husbands. 


Specific Relations 


Specific cooperation consists of urg- 
ing all property owners who want to 
discuss estate plans with us to include 
the attorney in the first and all subse- 
quent conferences. We do this, not only 


out of courtesy to the attorney, but 
because we are convinced that it best 
serves our own selfish interests. We 


have no desire to button up business 
before the attorney hears about it; and 
above all, we want to keep a ten-foot 
length from the 
practice of law. All we are interested in 
is a full disclosure of all of the facts. 
which eventually will produce substan- 
tial trust business of good quality. Un- 
fortunately fee consciousness prevents 
property owners from inviting 
their attorneys into the initial confer- 
ence, but after the first or second con- 
upon being given 
access to the attorney. 


pole’s unauthorized 


many 


ference, we insist 

Any lawyer who has a reasonable ex- 
pectation that it will be to his client’s 
advantage to use our services in any 
fiduciary 
over to us, without disclosing his cli- 
ent’s identity, data for making tax com- 
putations and estate plan suggestions. 
We will return to him, on plain paper, 
the computations and suggestions. Where 
there is need of the services of a tax 


capacity is invited to turn 


attorney we stop at that point, and 
advise that tax counsel be associated. 
We extend the services of our Estate 
Planning Department also to life under- 
The modern life underwriter 
who refers business to a trust depart- 
Chartered Life 
Underwriter who has completed four 
years of intensive study and has re- 


writers. 


ment is frequently a 
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ceived a certificate for the completion 


of a course prescribed by the American 
College of Life Underwriters. He is fre- 
quently a man of means himself. In the 
years that I have given my confidence 
and the facilities of my department to 
life underwriters, few have fallen below 
a high standard of professional conduct, 
and none has suggested that I do so. 


The prevelant idea that only the 
chosen few underwriters can work suc- 
cessfully with a trust officer is a myth. 
Some of the finest business we develop 
in cooperative effort is with new men 
in the industry. We teach them how to 
work with us. We even print a book of 
instructions for their guidance. They 
are eager to cooperate on a high pro- 
fessional plane with us and with attor- 
neys—when they know how. 


The development of a comprehensive 
estate plan is the very heart of our oper- 
ations. We hold to the theory that with- 
out the estate plan the property owner 
will never have a deep conviction that 
the trust be created. or the will he had 
drawn, was what he ought to have had 
—nor, indeed, can his advisors be sure 
of it. With an estate plan the property 
owner knows why he has done what he 
has, and if he wants to change his plan 
he is more likely to come back to us. 
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Specially programmed instructions are being 
prepared for an IBM electronic machine as 
a part of the tabulating phase of processing 
the Jersey Standard capital stock split — 
largest stock transfer job of its kind ever 
handled by a bank transfer agent. 





To Study Charitable Trust 
Accounting 


The New York Community Trust has 
announced a research grant for the pur- 
pose of formulating a more uniform sys- 
tem of accounting procedures by non- 
profit organizations. The study, already 
in progress for several months, will em- 
brace the recording and reporting of 
fiscal transactions of charitable agencies, 
whether engaged primarily in fund rais- 
ing or grant making — or field opera- 
tions, in the sense of effectuating the 
projects financed. It is hoped that the 
inquiry may result in a broadened area 
of agreed phraseology and the employ- 
ment of more nearly standardized forms 
in the preparation of reports of philan- 
thropic establishments. 

The survey is being conducted by Louis 
Englander, CPA, lecturer at the City 
College of New York, in consultation 
with Dr. Emanuel Saxe, chairman of 
the Department of Accountancy at City 
College. The questionnaire to agencies 
is scheduled for issuance in May and the 
final report is expected to be prepared 
in the last quarter of this year. 


a & A 
A.I.B. CONVENTION IN DALLAS 


@ The featured speakers at the 54th 
Annual Convention of the American In- 
stitute of Banking in Dallas, June 4 
through 8, will be Fred F. Florence, 
president of the American Bankers Asso- 
ciation, and president of The Republic 
National Bank of Dallas; and Maurice 
Megrah, secretary of the Institute of 
Bankers in England. 

William C. Way, vice president of Cen- 
tral National Bank, Cleveland, has been 
named Leader of the Departmental Con- 
ference on Trust Business and Invest- 
ments, which will take place on the 
morning of June 26. 
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Record Stock Transfer Job 


Several hundred Guaranty Trust Co. 
of New York staff members worked on 
the biggest stock transfer job of its 
kind ever undertaken by a bank trans- 
fer agent—the three-for-one capital 
siock split of Standard Oil Co. (N.J.). 
—which culminated March 16 with the 
dispatching of 21 tons of mail to Stand- 
ard Oil’s 326,000 stockholders. . . The 
total job has involved manual, mechan- 
ical, or electronic processing of 20 mil- 
lion items—mailings, calculations, list- 
ings, enclosings, stencilling, proxy tabu- 
lation, issuance and posting of new 
stock certificates. . . Methodization and 
electronic equipment made the huge 
job possible. One new machine counts 
stock certificates at the rate of 60,000 
an hour. . . After the present stock split 
Standard Oil will have more than 196.- 
300,000 shares outstanding and _ will 
rank second among the country’s corpo- 
rations in that respect. While the 
programming of the split was in pro- 
cess, the bank was also handling divi- 
dends and other transfer and registrar 
services for a thousand large and small 
issues for other companies. Guaranty 
serves as stock transfer agent or regis- 


trar for more than one-third of the 
nation’s billion dollar non-financial 
companies. 

A A A 


Kansas Bankers Hold 

Trust Conference 

of the Kansas 
held its annual 
trust conference at Washburn Univers- 
ity, Topeka, on Thursday, March 29, 
and opened to the Law School students 
the sessions on investments, trust com- 
mittees and legal aspects of trust work. 


The 


Bankers 


Trust Division 
Association 


After the invocation and the remarks 
of president Jack W. Shane, vice presi- 
dent and trust officer of Fourth Na- 
tional Bank, Wichita, the morning ses- 
sion was devoted to three addresses. 
Possibilities for new trust business in 
rural areas were explored by Cecil W. 
Starr, vice president of KBA and presi- 
dent, Citizens State Bank, Hiawatha; 
Prairie Villege attorney, Robert F. Ben- 
nett, discussed “The Duties, Liabilities, 
Responsibilities and Procedures of the 
Trust Committee of a Trust Power 
Bank”; and Dodge City attorney, C. 
W. Hughes, presented “Valuation of 
Assets for Federal Tax Purposes.” 


The afternoon session featured Com- 
mittee reports and an address by John 
Latshaw, manager of the Kansas City 
branch of E. F. Hutton & Co. 


EAULSTS ANY Lew - 


20 Named to G. S. B. Faculiy 
for 1956 


Twenty bankers and educators have 
been named as new lecturers for The 
Graduate School of Banking’s summer 
session at Rutgers University June 11- 
23, Dr. Harold Stonier, dean of the 
School, has announced. This year’s 
summer session will be attended by 
1,100 bank officers from all sections of 
the country, and the total faculty will 
number 95. 


Among the 20 new instructors Walter 
E. Hoadley, treasurer, Armstrong Cork 
Co., Lancaster, Pa., and Paul W. Me. 
Cracken, professor of business condi- 
tions, School of Business Administra- 
tion, University of Michigan, Ann Ar-. 
have been added to 
of Banking and Business,” a required 
course for all students, 
curriculum last year. 


bor. “Economics 


added to the 


Five additions have been made to the 
faculty for the trusts major: Charles 
H. Robinson, vice president and mort- 
gage officer. County Trust Co., White 
Plains, N. Y.; Morton Smith, vice presi- 
dent, Girard Trust Corn Exchange Bank, 
Philadelphia; Bertel M. Sparks. pro- 
fessor of New York University 
Law School; Evans Woollen, Jr., presi- 
dent, American Fletcher National Bank 
and Trust Co., Indianapolis; and Myron 
M. Zizzamia, assistant vice president, 
City Bank Farmers Trust Co.. New 


York City. 


Three of the new faculty men will 
lecture in of the investments 
major. They are Robert L. Gray, Jr.. 
assistant vice president, Tradesmen 
Bank and Trust Co., Philadelphia: Ern- 
est J. Kocsis, treasurer, Guaranty Trust 
Co.. New York City: and Roger F. 
Murray, associate dean, Graduate 
School of Business. Columbia Univers- 
ity. New York City. 

A A A 
FPRA ScHoow Set FoR JULY 


law, 


classes 


The 1956 session of the School of 
Financial Public Relations has been an- 
nounced for July 16-28 at the Chicago 
campus of Northwestern University. 


The School, which started in 1948. 
is sponsored jointly by the University 
and the Financial Public Relations As- 
sociation. The work consists of two 
two-week sessions a year apart com- 
bined with six practical public relations 
problems and a project to be completed 
between the two seasons. The faculty is 
drawn from both the business and 
academic fields. 
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CREATIVE BANKING AT THE HARRIS 


To the bank 
looking for 


a Chicago 


More and more out-of-town banks are 
seeing the wisdom of having an account 
in the new Chicago. 


The new Chicago—already a giant in 
manufacturing and finances, but now 
growing bigger and more prosperous by 
the day. The new Chicago—already the 
Queen of the Lakes, but soon to be one of 
the world’s greatest seaports besides. 


The decision to engage a correspondent 
here in this thriving hub of the nation is 
fairly obvious. 


But which one? 


Consider, if you will, how well the 
bank knows the territory ...and how 
well it is equipped to share that knowl- 
edge with you. This goes far beyond rou- 
tine correspondent services. It calls for 
a vigorous, imaginative philosophy of 
banking to match the forward-moving 
progress of the Midwest itself. 


HARRIS Trust 


“partner” 


That is why many leading banks come 
to Harris Trust, with its broad and vital 
concept of Creative Banking. By Cre- 
ative Banking, we mean the constant 
application of ‘‘the vision to see, the back- 
ground to understand, and the will to 
act’’ on behalf of our correspondent 
““partners’’ across the nation... and the 
world. 


Creative Banking is a product of 74 
years of Harris experience. And it is in- 
timately associated with Chicagoland to- 
day. (For instance, Harris Bank spon- 
sors Chicago’s own award-winning tele- 
vision program, ““This is the Midwest.’’) 


There is nothing ‘“‘routine’’ about cor- 
respondent banking at the Harris. If you 
are interested, write for a copy of our 
booklet, ‘““Your Correspondent Bank in 
Chicago.” 


anized as 
arris & Co., 1882 
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EMPLOYEE STOCK OPTIONS 


TAX ADVANTAGES OF EARLY EXERCISE 


INCE 1950, WHEN THE FEDERAL IN- 
S ternal Revenue Code first made 
specific provision for “restricted” stock 
options, this form of executive incen- 
tive has become increasingly popular. 
In many cases the option period under 
these plans still has some years to run 
and the optionees ask, why should they 
be in a hurry to exercise their option 
before the end of the option period? 

Actually, there may be good reasons 
why. A corporate executive who holds 
a valuable restricted stock option should 
give serious consideration to substantial 
Federal tax which may 
flow from early exercise of the option, 
particularly where the market price of 
the stock has risen substantially above 
the price payable to the company on 
exercise of the option. The advantages 
of early exercise of the option depend 
upon the effect of some of the technical 
features of the tax law. A study of 
these features makes it clear that: 


advantages 


(a) The employee should not dis- 
pose of the stock for six months after 
exercise of the option, even though 
market or other conditions may seem 
to make it advantageous for him to 
do so. 


(b) Estate taxes may be reduced 
by family gifts of the stock but the 
option itself cannot be made the sub- 
ject of a gift. 

(c) If the employee dies before ex- 
ercising the option, the income tax 
position of his heirs will be much 
less favorable than if he had taken 
down the stock during his lifetime. 


The tax advantages of early exercise 
exist whether the executive plans to 
realize a profit on resale, hold the stock 
until death or make family gifts during 
his lifetime. 

If the stock has appreciated substan- 
tially in value from the date of grant 
and there is no reason to anticipate a 
substantial decline in the value in the 
ensuing six months, then from a tax 
standpoint the best time for exercising 
an option will generally be eighteen 
months after the date the option was 
granted. This conclusion flows from the 


*Reprinted by permission from Bulletin, report- 
ing developments in the field of pension, profit- 
sharing and other employee benefit plans, issued 
by Irving Trust Company, New York. 
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interplay of a sei of specific rules in 
the Internal Revenue Code (particular- 
ly in Section 421) governing restricted 
stock options. If the employee carefully 
follows these rules he may be certain 
that the profit he realizes from exer- 
cising the option and later disposing of 
the steck will be taxed as long-term 
capital gain and not as compensation 
for services.** If this statutory pattern 
is not followed it is still possible under 
certain circumstances for the employee 
to avoid being taxed as though he had 
received compensation; but the state of 
the law in this regard is uncertain and 
it is obviously wise to remain within 
the lines of the statutory protection. 


Holding Period Requirements 


The statute provides two important 
rules prescribing the earliest time at 
which the employee may dispose of his 
stock after exercising his option. 


(a) the 2 year rule—he cannot dis- 
pose of the purchased stock within 2 
years from the date the option was 
granted to him; and 

(b) the 6 months rule—he cannot 
dispose of the purchased stock with- 
in 6 months from the date the stock 
was actually acquired by him upon 
exercise of the option. 


The of retaining the 
statutory protection by avoiding a pre- 
mature disposition of the stock can be 
illustrated as follows: 


importance 


Assume Mr. Jones, a married indi- 
vidual with taxable income of $50,- 
000 per year, was granted a restrict- 
ed stock option on September 1, 1953 
to purchase 4,000 shares at $40 a 
share. The stock enjoyed a substan- 
tial appreciation and had a value of 
$65 per share on July 1, 1955 at 
which time the option was exercised. 
Thereafter, the price of the stock be- 
gan to decline and it was sold for 
$47 on October 2, 1955. 


Under these circumstances the 
year rule was sa’isfied (the stock hav- 
ing been sold more than two years 
after September 1, 1953) but the six 


two 


**Certain special rules are applicable where the 
option price is between 85% and 95% of the fair 
market value of the stock at the time the option 
is granted. Discussion is confined to the 95% op- 
tion, however, since this is the more common type. 
The conclusions are for the most part equally ap- 
plicable to the 85% option. 


months rule was not satisfied since the 
stock was sold less than six months 
after the option was exercised. Eco. 
nomically speaking. Mr. Jones made a 
profit of $28,000 before taxes ($7 per 
share on 4,000 shares). The Internal 
Revenue Service would probably con- 
tend, however. that the full $100,000 
spread existing at the time the option 
was exercised ($25 per share) was tax- 
able as compensation at ordinary in- 
come rates and that the sale produced 
a capital loss of $72,000 which would 
be of little use unless Mr. Jones had 
offsetting capital gains. The addition 
of $100,000 compensation to his other 
income would increase his tax from 
$20.300 to $91.530 if he has no offset- 
ting capital gains. In other words, the 
premature of the stock 
could increase Mr. Jones’ tax bill by 
$71,230—although the actual profit on 
the stock sale was only $28,000. As a 
result Mr. Jones would be poorer by 
$43.230. 

If the facts above had been exactly 
the same except that the option had 


disposition 


been exercised on April 1, 1955 instead 
of July 1. the entire transaction would 
have been protected under the stock 
option statute and the only tax payable 
would have been a capital gains tax 
of $7,000 on the $28,000 profit. 


Since the two holding periods can 
be made to run concurrently, their net 
effect is to make the date eighteen 
months after the granting of the op- 
tion a crucial one for the employee. 
With the two year rule running from 
the date of grant of the option and 
the six months rule from the date of 
exercise. both requirements can be sat- 


isfied in the minimum length of time if 


the option is exercised at any time prior 
to the expiration of eighteen months 
after it was granted. Delaying exercise 
more than eighteen months after the 
grant causes the six months rule to ex- 
tend the prohibition on disposition of 
the stock beyond the minimum of two 
years.7 


+While exercise within the eighteen months Pe © 


riod cannot accelerate the freeing of the stock if 


the employee lives, it can be a distinct tax advan- i 


tage if he should die. See the discussion later Te 
garding the tax situation after death. 
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Tax Rules Can Vitiate Paper Profit 


The practical consequences of these 
tax rules are significant. Where the 
stock has risen substantially since the 
date of the option, there is a natural 
temptation to regard the potential or 
“paper” profit just as if the stock were 
already owned. This normal economic 
view can be seriously altered, however, 
when the tax rules are considered. Un- 
til the stock itself has been acquired 
and “aged” for the required time, the 
potential profit can neither be realized 
nor protected. Prior to this time the 
values are effectively “locked in.” The 
option itself is nontransferable during 
the executive’s lifetime, and a prema- 
ture disposition of the stock cancels the 
statutory protection from adverse tax 
consequences. Even if the optionee has 
no expectation of selling the stock, un- 
foreseen emergencies can arise which 
may make it desirable or even necessary 
to dispose of the stock promptly. 


\ccordingly. eighteen months after 
the date the option is granted the 
holder should seriously consider gain- 
ing maximum flexibility by exercising 
the option and starting the running of 
the six months period during which he 
must hold the stock itself. Particularly 
if the stock has appreciated substanti- 
ally over the option price and there is 
no reason to expect a decline below the 
option price in the ensuing six months, 
the holder has much to gain by exer- 
cising the option. 


Viewed somewhat differently, the 
values inherent in the option will be 
realized with favorable tax consequences 
only if the option is exercised and the 
holder remains at the risk of the market 
for six months. Since the holder must 
satisfy this requirement at some time 
itis to his obvious advantage to do so 
as soon as the market conditions are 
suficiently favorable to remove most 
of the risk of a decline below the op- 
tion price during the six months hold- 
ing period. 


Lifetime Gifts and Estate Planning 

The values inherent in an unexercised 
restricted stock option are, of course. 
subject to estate tax. In any estate plan- 
hing program consideration should be 
given to making gifts to members of 
the family during lifetime. A restricted 
stock option, however. is by its terms 
hon-transferable during lifetime and its 
inherent values cannot be made the sub- 
ject of a gift. On the other hand, once 
the option has been exercised and the 
‘tock ased, the stock itself can be given 
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A REPORT 
of continued progress 


and growth during 1955... 


GE LIGHTS 


CAPACITY OPERATION throughout 1955. 
INCREASED SALES —6% greater than the year before. 


INCREASED EARNINGS — $1.57 per share against 
$1.45 in 1954. 


DIVIDENDS — regular dividends totaled 70 cents 
a share (including a 10c extra payment). 


PLANT EXPANSION — construction of two new 
manufacturing units at our Lansdale plant was started. 
When completed, they will provide an increase of 

50% capacity over 1955. 

SALES FACILITIES EXPANDED — sales force, warehouse 
and sales office facilities have been increased. 


BACKLOG — at the beginning of 1956 amounted 
to four months’ production. 


PROSPECTS FOR 1956-—an increase in school, hospital 
and industrial construction should more than offset an 
expected lowering of demand for tile in residential 
construction. We expect operations in 1956 

to continue at a high level with 

satisfactory profits. == 


A copy of the Annual Report 
may be obtained by writing 
the Company at Lansdale. 


Ceramic 
Walt and 
iokes am tt -1 


"* America’s Oldest Name in Tile’ 


AMERICAN ENCAUSTIC 
TILING COMPANY, INC. 


Lansdale, Pennsylvania 
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either outright or in trust, (taking ad- 
vantage of the gift tax exemption and 
exclusions). 


The estate tax savings, even for a 
person with a moderate estate, may be 
significant. Especially if the stock op- 
tion values constitute a substantial part 
of the executive’s estate, it may be dis- 
tinctly advantageous to exercise the op- 
tion, age the stock for six months and 
then commence a program of family 
gifts. The gifts can also produce income 
tax savings where the dividends are 
taxable at a low bracket to the donee. 
Planning of this type cannot be brought 
to fruition, however, 
is exercised: 


until the option 


Situation after Death 


Further advantages accruing from an 
early exercise of the option stand out 
clearly on considering the tax picture 
which exists after the death of the em- 
ployee. By way of summary. the major 
points are: 


(a) If the employee owns the stock 
at the time of his death, the income 
tax “basis” for computing gain or 
loss on a subsequent sale will in gen- 
eral be the market price at death. A 
sale after his death will then pro- 
duce income tax only on the rise in 
value occurring after death. But if 
the employee has not exercised the 
option during his lifetime and the 
executor exercises it after his death, 
the income tax “basis” for computing 
gain or loss on a subsequent sale will 
be limited to the option price. In that 
event, even though an estate tax has 





been paid on the value of the option, 
the estate or beneficiaries will also 
have to pay the same capital gains 
tax as would have been payable had 
the option been exercised and the 
stock sold during the employee’s life- 
time. 


(b) While the special two year and 
the six months holding periods of the 
stock option section would not apply 
to the executor or beneficiary, the 
general six months holding period re- 
quirement for obtaining long-term 
capital gain treatment on a sale of 
stock would operate, and it would not 
start to run until the option is exer- 
cised by the executor or beneficiary. 
Thus if the option is not exercised 
during the employee’s lifetime, not 
only may the capital gain be substan- 
tial but the executor will have to wait 
six months after exercise before li- 
quidating any of the investment. 


(c) The problem of financing an 
exercise of the option would normally 
be far more difficult for an executor 
than for the employee during his 
peak working years. And the execu- 
tor’s difficulties could be further 
complicated by the tax factors listed 
above. 


Exercise During Lifetime 


that an 
ployee purchased 1,000 shares, on ex- 
ercise of an option, at $100 a share. 
and that the stock is worth $200 a share 
at his death. In such case 
would take the stock with a tax 
of $200 a share for income tax pur- 
poses in computing gain or 
subsequent sale. This 


Assume, for example, em- 


his estate 
“basis” 


loss on a 


would be true 
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even though the employee may have 
pledged the stock to finance the pur- 
chase, and the loan and pledge are still 
outstanding at the time of his death. 


This tax basis rule can be of great 
assistance to the executor in administer- 
ing the estate. If he finds it desirable to 
sell some or all of the stock promptly— 
perhaps to raise money for death taxes, 
pay debts or cash legacies—he can do 
so with no capital gains tax problem. 
He would normally 
hold the stock 
long-term rather 


need to 
months to 


have no 


SIX insure 
than short-term. capi- 
tal gains since barring a sharp rise in 
the price of the stock, there would be 
little or no gain over the value at death. 
If there should be a sharp and sudden 
market value the 
could hold stock for six 


after death. 
the 


long-term 


rise in 
executor 
obtain 


months to capital 


gains treatment, or he could eliminate 
the capital gains tax entirely by using 
the optional valuation date in 
the estate for 


valuing 
The 


““hasis” 


estate tax purposes. 
same values can be used as the 
for 


ting any income tax on the profit on 
the 


income tax purposes, thus elimina- 


sales made by executor within a 


year after death. 

lf, then, 
cised during lifetime. 
executor relieved of the problems of 


the option has been exer- 


not only is the 


financing the exercise of the option, 
but he is also able to liquidate all or 
part of the stock investment without 


serious income tax consequences. 


Exercise After Death 


In contrast, consider the tax conse- 
quences if the unexercised option is left 
to the estate or heirs. In the example 
assumed—where the employee bequeaths 
an option to purchase for $100,000 stock 
$200,000—the option would be 
of at $100,000 for 


Internal Revenue Service 


worth 
given a value least 
The 
might even attempt to establish a high- 
the that 
running for a considerable period, say. 


estate tax. 


er figure on theory options 


six months or a year, have a leverage 
value independent of the spread exist- 
of death. drawing an 


analogy from the market for puis and 


ing at the time 


calls in listed stock. 


Despite the fact that estate tax will § 
be paid on a value of at least $100,000 J 
for the option, the income tax basis of 4 
the stock to the executor will not be § 
$100,000— 
the actual cost of acquiring the stock. J 
The general rule that property acquire¢ | 


$200,000 but will be only 


from a decedent takes a new incom 
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tax basis of value following death 15 § 
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specifically made inapplicable to re- 
stricted stock options which have not 
heen exercised at death. (Section 1014 
id) of the Internal Revenue Code.) 


Although the executor has a valuable 
option to buy $200,000 worth of stock 
for $100,000, his problems with it are 
substantial. A restricted stock option 
normally expires within a year, or less, 
after death. In order to realize on its 
value. the executor must either dispose 
of the option or exercise it. If he sells 
the option itself, the Internal Revenue 
Service will contend that the full pro- 
ceeds are ordinary income. If he exer- 
cises the option and sells the stock 
within six months, the difference be- 
tween the option price and the selling 
price will be taxable as a short-term 
gain at ordinary income rates. Accord- 
ingly, the best tax result available to 
the executor is obtained by exercising 
the option and holding it for six months 
prior to any sale. Even in this case, 
however. the spread between option 
price and selling price will be taxable 
at long-term capital gains rates. 


Early Exercise Indicated 


These tax considerations furnish per- 
suasive arguments for early exercise of 
a restricted stock option. Of course, in 
deciding when to exercise his option the 
executive must also take into account 
anumber of other considerations, such 
as the following: 


l. The of the funds from 
which the purchase price for the stock 
will be obtained.— For example, if 
other investments must be sold, consid- 
eration must be given to the income 
from those investments as compared 
with the dividends on the optioned 
stock; to the possible future rise or fall 
in the market value of the other invest- 
ments if they are not sold; and to the 
capital gains tax that may have to be 
paid if they are sold. If money must be 
borrowed, the interest factor must be 
considered, as well as any capital gains 
tax that may have to be paid if part of 
the stock acquired on exercise of the 
option is sold after six months to reduce 
or pay off the loan. 


source 


2. The possible future course of the 
market price of the optioned stock. —If 
itcan be assumed that the market price 
will continue to move upward through- 
out the option period and that no other, 
adverse changes will occur, there would 
be strong reason for waiting until near 
the end of the option period. Postpone- 
ment of exercise of the option would 
probably be advisable also if there is 
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a substantial risk that the price may 
drop below the option price within the 
next six months. But it must be borne 
in mind that from a tax standpoint the 
employee must hold the stock at some 
stage for at least six months after the 
exercise of the option, and during that 
six months period he must run the risk 
of a drop in the market. It may be de- 
sirable for him to select a time of 
favorable business conditions to put the 
six months period behind him. Early 
exercise avoids the risk of unstable 
market conditions occurring later at a 
time when he is forced to exercise the 
option because of death, termination of 
employment, need for cash or the ex- 
piration of the option period. 


| 


3. The complications for his family 
in the event of his untimely death. —An 
executor of an employee’s estate may 
find it far more difficult than the em- 
ployee himself to barrow money to fi- 
nance the stock purchase. The earning 
power of the employee has ended with 
his death, estate taxes must now be paid, 
and the executor may have further 
problems as to his powers under the 
will to borrow money and hold stock 
at the risk of the market for six months. 


4. The possibility of future change 
in the tax law concerning restricted 
stock options. 


Financing Exercise 
In a memorandum supplemental to 
the foregoing. Irving Trust Company 
says in part: 
At whatever time the optionee may 
elect to exercise all or part of his stock 
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At First National, there’s a Man With a Plan 
who knows Georgia best. He’s experienced in 
handling the estate problems of newcomers 
to the State—people referred to First Na- 
tional by our colleagues everywhere. 


option he may be confronted by a diffi- 
cult financing problem. Thus, if the 
stock is registered on a national ex- 
change, its value as collateral to secure 
a loan to the optionee is subject to cer- 
tain regulations of the Federal Reserve 
Board. For example, under Regulation 
U (governing commercial banks) and 
Regulation T (governing brokers and 
dealers) a secured loan for the purpose 
of purchasing or carrying a registered 
stock cannot at present exceed 30% of 
the current market value of stock 
pledged as collateral. It would be ne- 
cessary, therefore, for the stock to rise 
to a market value 31; times its option 
price in order to provide adequate col- 
lateral from this source alone. 


If the stock has not risen to so high 
a level, however, it may still be pos- 
sible for an optionee, or a group of 
optionees acting together, to borrow 
the full option price of the stock. This 
would be true if the quality of the stock 
is such that its collateral value can be 
“insured” by appropriate means at the 
option price. Under such circumstances 
the optionee might be able to obtain 
six to nine months’ funds from an insti- 
tutional investor interested in this type 
of lending. 


(The supplementary memorandum 
proceeds to describe in detail a method 
of group borrowing which accomplishes 
the purposes described.) 


A A A 


@The will of Fred S. Bailey, president of Cham- 
paign (Ill.) National Bank, provided that his 


stock in the bank be sold only to residents of the 
county. 


Send for a free copy of our booklet on 
estate planning. Customers of yours who are 
moving to Georgia will find it very helpful. 
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Size of Pensions Computed 


The average pension of a retired em- 
ployee with thirty years’ service and 
yearly earnings of $3,600 is $78 a 
month, according to an analysis of 120 
company pension plans recently com- 
pleted by the National Industrial Con- 
ference Board. If the maximum Social 
Security benefit of $98.50 is added to 
this benefit, retirement income is $2,118 
per year, or 60°> of average 
earnings. 


almost 


For a thirty-year employee with a 
“career” average of $6,000 a year, the 
average pension is $152 per month. With 
the Social Security benefit of $108.50, 
this employee receives $3.126 per year. 
or 52% of his average earnings. 


To determine how retirement benefits 
are related to factors other than base 
pay and length of service, The Confer- 
ence Board analyzed the 120 plans in 
terms of: size of company; type of 
business (three-fourths of the plans are 
found in manufacturing companies) ; 
whether the plan is contributory or 
whether the company pays the whole 
bill; whether the plan was negotiated 
with a union (about 75% of the plans 
studied are in companies that have 
unions); how the pension formula 
handles Social Security benefits; and 
how it relates 
salary levels. 


company benefits to 


The following general relationships 
were found among the plans analyzed: 


e The contributory plans provide 
larger retirement benefits than the 
non-contributory plans. This is gen- 


erally true for both manufacturing 
and nonmanufacturing companies, for 
bargained and nonbargained plans; 
for the companies in each size group; 
and for each type of pension formula 
relating the size of the benefit to 
salary level. 

e The nonbargained plans pay 
larger benefits than bargained plans, 
both in manufacturing and nonmanu- 
facturing companies and in contribu- 
tory as well as noncontributory plans. 

e The nonmanvfacturing companies 
provide larger benefits than the man- 
ufacturing firms, under unilateral 
and bargained plans and under con- 
tributory and noncontributory plans. 

e The plans that deduct Social Se- 
curity from the pension provided by 
the plan’s basic formula pay smaller 
company benefits than those that do 
not deduct Social Security. 

e The plans that vary benefits ac- 
cording to earnings provide larger 
benefits than those which give a flat 
amount regardless of earnings. This 
is true of both contributory and non- 
contributory plans. 


aX & Bb 
INVASIONS OF PROPERTY 


It has been assumed, practically if 
not theoretically, that the Legislature is 
at liberty to deal with property in a 
very different manner from that with 
which it is at liberty to deal with life; 
and while it will now only in very rare 
cases and under the influence of im- 
perious necessity, real or imagined, de- 
stroy life or restrain personal freedom, 
it may, it will, and it does, on any and 
every pretext, deal with property as if 
property had no sanctity but that which 
it gives and that which it can take away. 
—The Economist, (London), March 8, 
1956. 








steaks, facts and figures recently at the annual business dinner in the grand ballroom of 
the Palmer House. President Kenneth V. Zwiener, chairman of the executive committee 
Stanley G. Harris, and vice president and chief credit officer Vincent Yager discussed re- 
sults of 1955 operations, the “most profitable in the organization’s history,” and Harris Bank 
goals in 1956. 

Members of senior management at table are (1. to r.) Fred L. Stone, George S. Allen, 
Donald P. Welles, Burton A. Brannen, Mr. Zwiener, Mr. Harris, Mr. Yager, William O. 
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Health (head of the Trust Department), Hardin H. 


Hawes, and Herman C. Slocum. 





Will Service for Employees 

An effective service to employees is 
being provided by John Labatt Lid. 
London, Ontario, and to judge by the 
extensive participation, is appreciated 
by the employees. 

Labatt’s operate group insurance and 
pension plans which, in the event of 
death, provide sizeable benefits. A num- 
ber of employees died without leaving 
wills and the Company was inevitably 
called upon to guide and counsel widows 
and families in winding up the estate so 
that benefits from these plans might be 
paid over with a minimum of delays and 
difficulties arising in cases of intestacy. 


They hit on the idea of persuading 
employees of the desirability of having 
a will drawn and of the disadvantages 
of dying without one. Arrangement was 
made with a local law firm to draw em- 
ployees’ wills, the company paying half 
of the cost, the other half being paid 
by the employee through a payroll de- 
duction when the will was executed. 

All employees received a circular let- 
ter stressing the advantages and inviting 
them to use the service. A coupon at- 
tached requested the service and author- 
ized the payroll deduction. These cov- 
pons were turned in to the Personnel 
Department who forwarded the names 
and addresses to the lawyers. 


The employee then received a ques- 
tionnaire from the lawyer asking for 
certain information, which was returned 
directly to the lawyer to ensure privacy. 
If the circumstances were not compli- 
cated as revealed by the questionnaire. 
the lawyer forthwith drew a simple will. 
If this was not possible, the employee 
was invited to call on the lawyer and 
discuss the matter in detail so a suitable 
will might be prepared. 


As the wills were prepared, the lawyer 
attended at the plant for the purpose of 
having the wills executed and the ori- 
ginal copy was given the employee or 
left with the lawyer, as desired. 


As a majority of the employees took 
advantage of the service, it was then 
decided to make the service available 
for future employees as well. When an 
employee completes six months proba- 
tionary period, he receives a letter in- 
viting him to avail himself of the ser- 
vice. Invariably the new employee will 
do so unless he already has a suitable 
will. The company is satisfied that the 
appreciation of its employees and _ the 
time saved in having to advise next of 
kin in cases of intestacy has made the 


relatively small expenses worthwhile. 


From Canadian Personnel & Industrial Relations 
Journal, June ’54. 
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PG. 
and the Dean 


That's Mr. Charles Foster on the lelt, talking 
with Mr. Howard B. MacAdams. Charlie is a 
recent graduate of our employee training pro- 
gram, so we might call him a Post Graduate. 
Howard MacAdams, one of our key Vice 
Presidents in the Pension Trust Division 
supervises the program. 

It’s a pretty comprehensive “course” and if, 
as, and when a young man completes it with 
lying colors, we're apt to be rather pleased 
with him. This training program ol ours is one 
good way of providing for continuity of sound 
management. 

And speaking of things like management, 
and the future, we're reminded of another im- 
portant matter . . . your security holdings. Pos- 
sibly they re in fairly good shape today, but 
what about tomorrow, tomorrow and tomor- 
row? Our booklet “How To GET THE MOST OUT 
OF YOUR INVESTMENTS may suggest a wiser, 


more productive way of handling them. Why 


not write for a free copy now, before it skips 


your mind? 


The FIRST 
NATIONAL CITY BANK 
of New York 
Investment Advisory Service is 
Administered by our Affiliate: 

CITY BANK FARMERS TRUST COMPANY 


22 William Street, New York 5 


Member Federal Deposit Insurance Corporation 











WHAT 1S INCOME IN RESPECT OF DECEDENT? 


1954 Code Provisions Analyzed in Light of Prior Law 


JAMES H. KINDEL, Jr. 


Member of California State Bar, Los Angeles 


HE REVENUE AcT OF 1934 PROVIDED 
=... all items of income of a cash 
basis taxpayer which were accrued at 
the date of death should be accrued on 
the final return of the deceased and 
treated as income on that return. De- 
ductions were to be similarly accrued. 
The result was, of course, to subject 
accrued items of income to income tax. 
However, such accrued items 
might represent payments which would 
otherwise have been received and taxed 
over a period of several years, the re- 
sult was to tax the income at a higher 
rate than would otherwise have been the 
ease. The Revenue Act of 1942 corrected 
the inequity resulting from this bunch- 
ing of income by making such items 
taxable to the estate or person entitled 
thereto when the payments were re- 
ceived. This section 126 of the 1939 
Code was re-enacted with changes which 
we will consider hereinafter as Section 
691 of the 1954 Code. 


It might appear that the nature of 
“income in respect of a decedent” can 
be found within the definition of the 
term “accrued.” However, the courts 
have applied a broader definition than 
is customarily assigned to this term. 
For example, in Helvering v. Estate of 
Enright, which was decided under the 
1934 Act, there was included in the re- 
turn of the decedent an amount repre- 
senting the value of services rendered 
but not billed by a law partnership on 
a cash basis of which the decedent was 
a member. The decedent was entitled to 
receive payment from the partnership 
for the value of such unbilled accounts 
under the terms of the partnership 
agreement. This amount would not have 
been accruable at the date of death of 
the decedent even though the partner- 
ship had been on an accrual basis. The 
court stated with regard to the meaning 
of the term “accrual”: 


since 


“It has been frequently said, and 
correctly, that §42 was aimed at put- 
ting the cash receipt taxpayer on the 


1312 U.S. 636 (1941). 
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accrual basis. But that statement does 
not answer the meaning of accrual in 
this section. Accounts kept consist- 
ently on a basis other than cash re- 
ceipts might treat accruals quite dif- 
ferently from a method designed to 
reflect the earned income of a cash 
receipt taxpayer. Accruals here are 
to be construed in. furtherance of the 
intent of Congress to convert into 
income the assets of decedents, earned 
during their life and unreported as 
income, which on a cash return, would 
appear in the estate returns. Con- 
gress sought a fair reflection of in- 
come.” 


Concept Extended 


The types of items which will be con- 
sidered as income in respect of a dece- 
dent have been extended by later deci- 
sion considerably beyond the concept of 
“accrual” even under the interpretation 
of the court in the Enright case. In the 
O’Daniel? case, a bonus which was not 
fixed at the date of death of the dcedent 
and to which he did not at that time 
have a legally enforceable right was in- 
cluded in the taxable income of the 
estate. The Circuit Court stated: 


“The amount of $28,143.65 was 
plainly gross income in respect of the 
decedent which had to be included in 
the taxable year when received for 
the reason that the right to receive 
it was ‘acquired by the decedent’s es- 
tate from the decedent’ within the 
meaning of Section 126(a)(1)(A). It 
is true that the decedent would not 
have had a legally enforceable right 
to receive the foregoing amount until 
it was allocated by the company, but 
the payment clearly represented com- 
pensation for his services and any 
right to receive it that was realized 
by his estate was acquired through 
him and never arose in any other way 
or through any other source.” 


The reasoning of the court in the O’Dan- 
tel case was relied upon in the Linde? 
case which may have extended the con- 
cept even further. 


The fact that an item is income in 


710 T.C. 631 (1948) aff'd 173 F. 2d 966 (2d Cir. 
1949). 


$213 F. 2d 1 (9th Cir. 1954) rev’g 17.T.C. 584 
(1951). 


respect of a decedent does not necessar- 
ily mean that such item will be includ- 
ible in the estate tax return of the de- 
ceased, For example. 
as a bonus to which 


amounts payable 
the decedent had 
no legal right at the date of his death 
would not be subject to estate tax' but 
would be considered as income in re- 
spect of a decedent.” 


The problems arising in connection 
with income in respect of a decedent do 
not concern only cash basis taxpayers. 
One of the reasons for the enactment 
of the provisions of the 1934 Code was 
manner in 
which such items were taxed to a per- 


the difference between the 
son or estate receiving property from 
a deceased (i) accrual basis taxpayer 
and (ii) cash basis taxpayer. However, 
insofar as items which are income in 
respect of a decedent go beyond the 
definition of “accrued” in the custom- 
ary accounting sense. the problem con- 
cerns both accrual and cash basis tax- 
payers. 


Specific Classes 
Some of the classes of property which 


have been considered as income in re- 
spect of a decedent are as follows: 


1. The collection of alimony due to 
a deceased divorced wife was held in- 
come taxable in her estate in Estate of 
Narischkine, 14 T.C. 1128 (1950), 
affd., 189F.2d. 257 (2d Cir. 1951). 


2. Amounts collected by the execu- 
trix of a decedent’s estate as a result 
of litigation concerning profits due from 
a joint venture were held to constitute 
gross income to the estate in Tround- 
stine v. Comm., 18 T.C. 1233 (1952). 


3. Payments after death under 4 
legally enforceable contract calling for 
payments to the widow were held to be 
income in respect of a decedent in Es- 
tate of Davis, P-H T.C. Mem. Dec. pata. 
52.238; CCH Dec. #19.136(M) (1952). 


4. Accrued interest is stated to be 


4Estate of Jack Messing; T.C. Memo Dec. Aus: 
18, 1948; CCH Dec. 16553(M) (1948). 


“Supra note 2. 
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income in respect of a decedent in Reg- 
ylation 118, Section 39.126(d). 


- 


5. The renewal commissions due to 
an insurance agent are considered to 
he income in respect of a decedent in 


fstate of Remington, 9 T.C. 99 (1947). 


6. Amounts receivable from the 
sale of magazines, all of which repre- 
ented profit or income, were held to 
be income in respect of a decedent when 
those accounts were sold by the estate 
in Dixon v. United States, 96 F. Supp. 
936 (1950), affd. 192 F.2d 82 (6th 
Cir, L951). 

In Estate of Taylor, 17 T.C. 627 
| (1951), the decedent was a partner in 
a business engaged in insurance and 
underwriting. The partnership agree- 
ment provided that the estate had the 
option to become a partner with the 
surviving partners on the same basis as 
the decedent for a period of 2,831 days. 
The estate exercised the option, treated 
the right as a capital asset and claimed 
an allowance for depreciation against 
the income received from the partner- 
ship business. The court held that inas- 
much as the partnership was engaged 
ina personal service business and the 
partners had contributed no capital 
there was no capital asset received from 
the decedent and the amounts received 
under the agreement constituted income. 


In Estate of Howe. 16 T.C. 1493 
(1951), the decedent was the sole pro- 
prietor of a plumbing, heating, and 
ventilating and hardware business. He 
had an agreement with an employee who 
was the general manager of the busi- 
ness for the payment to him of a salary, 
ashare of the profits and as additional 
compensation the employee was to re- 
ceive the entire business upon the death 
or incompetency of the decedent. The 
entire business was transferred to the 
employee at the date of death of the 
decedent at which time the net value 
of the business was $145,000. A deduc- 
§ tion was claimed by the estate to reflect 
the accrual of the liability to the em- 
ployee at the date of death. The busi- 
ness had been conducted upon the ac- 
crual basis of accounting. The Com- 
missioner contended that under Section 
43 of the 1939 Code the deduction ac- 
ttued “only by reason of the death of 
the taxpayer” and that it should not be 
allowed in computing income on _ the 
fnal return of the decedent. However. 
the court held that the deduction was 
hot accrued only by reason of the death 
of the decedent and that it was prop- 
ttly allowable on the final return of 
the decedent. 
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FOR QUALITY PROPERTY INSURANCE, SEE youR HOMETOWN AGENT. 


now to pick your 
property Insurance agent 









Naturally, you want the best protection you can ‘ 
get for your home, your car and your business. 
The first step—and most important one—is to 
pick the right agent_or broker! 


There are some guideposts to help you. 
Here’s what you should look for: 


1) Is he an independent businessman? 
2) Does he represent the company you want? 
3) Will he give you personal, interested service? 


On all these counts, and many more, you'll find that your local agent of 
The Home Insurance Company measures up to the highest standards. 
You'll find, too, that it's wise to buy the best—the combination of 
quality insurance provided by The Home and quality service and 
advice offered by your Home agent. Why not see him today? 


Home Office: 59 Maiden Lane, New York 8, N. Y. 
FIRE * AUTOMOBILE + MARINE 
The Home Indemnity Company, an affiliate, writes 
Casualty Insurance, Fidelity and Surety Bonds 


A stock company represented by over 40,000 independent local agents and brokers 








Where a decedent was allowed per- 
centage depletion on bonus or advanced 
royalty payments made to him during 
his life, and there was no oil production 
at date of death. it was held under the 
law prior to the 1942 Act that the per- 
centage depletion allowed should not be 
treated as income on the final return of 
the decedent.® There have been no later 
decisions involving this issue. There 
would, of course. be no accrual on the 
final return of the decedent under the 
present law, but the Commissioner may, 


®Estate of Seeligson, 1 T.C. 736 (1948) aff'd. 141 
F. 2d 358 (5th Cir. 1944). Estate of Burnett, 2 
T.C. 897 (1943). 


under the extended definition of income 
in respect of a decedent, require that 
the estate or person receiving the prop- 
erty with regard to which the percent- 
age depletion had been allowed include 
in income an amount equivalent to the 
percentage depletion theretofore claimed 
when and if the lease terminates without 
oil production. However, since depletion 
is not income but a deduction which 
may be subsequently demonstrated to 
be not allowable. this would not appear 
to be a proper interpretation of the law. 


Patents 


Interesting questions arise with re- 
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gard to the manner in which income 
from the sale or licensing of patents 
will be taxed. In the event the sale of 
the patent is made prior to the death 
of the decedent and if payments are be. 
ing made which would be treated as 
capital gain under the Myers‘ case or 
Section 1235 of the 1954 Code. the 
receipt of such payments by the estate 
of the decedent or other person entitled 
thereto would result in capital gain in 
the same manner as had been the case 
for the decedent. If the agreement is 
made before death and is a licensing 
agreement which does not qualify as a 
sale, the question is presented as to 
whether the patent would acquire a cost 
basis under Section 1014 of the 1954 
Code at the death of the decedent. 


In Estate of Meinecke, 47 B.T.A. 634 
(1942) the decedent had almost com- 
pleted negotiations for the sale of cer- 
tain patents, but at the date of his death 
in 1938 the court found that the con- 
tract was not yet in effect. The Commis. 
sioner contended that the sale had been 


made prior to the date of death and that | 


accordingly all of the gain which was 


attributable to the sale of the patents 7 
was taxable under the law then in effect | 
on the final return of the decedent. The © 


court held that the sale had not been 


completed at that date and accordingly © 
no part of the income was taxable on | 
the final return of the decedent. How- | 


ever, if the sale had been completed at 


the date of death the income would have — 


been subject to tax on the final return 
of the decedent. 


Under the present Jaw, where a sale 
of a patent is made by a decedent the 
gain will be taxable to his estate or the 
person entitled thereto in the same man- 
ner and to the same extent as it was 
to the decedent. If the decedent entered 
into an agreement which did not qualify 
as a sale, but was a license, then, while 
the payments will be ordinary income 
rather than capital gain, the patent will 
acquire a cost basis, the amortization of 
which should substantially reduce tax- 
able income. 


Capital Gains 


The amount to be included in income 
is “gross income.”® Payments of inter- 
est, salary, and similar items would re- 
sult in the full amount received being 
considered as income. In the case of @ 
sale of property made by the decedent, 
the amount by which the sale price 
exceeds the cost basis to the decedent 


76 T.C. 258 (1946). 
SILR.C. § 691(a) (1). 
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yould be the amount to be included in 
income. In addition, the income retains 
the same character it would have had 
ff received by the decedent.® Accord- 
ingly, capital gain remains capital gain 
and exempt income would remain ex- 
empt. The usual rule with regard to the 
hasis of inherited property does not 
apply to items which are income in re- 
gect of a decedent.'” This is now set 
forth in the section of the law relating 
to basis, whereas prior to the 1954 Code 
the only reference to this problem was 
in the Regulations."' 


It is important to distinguish —be- 
tween property which has merely ap- 
preciated in value at the date of death 
and items which are income in respect 
of a decedent. Under Section 1014 of 
the 1954 Code (and under similar pro- 
visions of prior law) taxpayers who ac- 
quire property a decedent are 
considered to take such property with 
a basis equivalent to the value of that 
property at the date applicable for fed- 
eral estate tax purposes. For example. 
if a decedent owned a machine which 
had a depreciated cost to him of $100 
and a value at the date applicable for 
federal estate tax purposes of $1,000., 
the basis of that machine to his estate 
would be $1,000. The appreciation in 
the value of the machine in the amount 
of $900 is not subject to income tax. 
Estate tax would. of course, be assessed 
on the value of $1,000. 


There seems to be no question with 
regard to the cost basis of inherited 
tangible properties not customarily sold 
by the decedent such as land, buildings 
and machinery. The difference between 
the cost basis to the decedent and the 
value at the date applicable for federal 
estate tax purposes is not taken into 
account when that property is sold. Sim- 
ilarly, the law is equally clear for items 
such as accrued compensation. If a 
bonus in the amount of $10,000 was 
due to a decedent at the date of his 
death, it is subject to income tax on the 
full amount when it is paid, less the 
amount of estate tax applicable thereto. 


from 


In Course of Business 


Problems arise, however, with regard 
to some classes of items. Property which 
the decedent sold in the usual course 
of his | susiness has been treated by the 
Commissioner as not acquiring a new 


basis. However, neither the Commis- 
sioner nor the courts appear to have 
ie. 

T.R.C. 691 (a) (3). 

MOL. R.C, 31014(e). 

Reg, 2 -126(e). 

APRIL 1956 





attached any significance to the fact 
that the decedent regularly sold such 
property in his business. In the Burnett’ 
case, arising under the 1934 law, the 
Commissioner proposed including in the 
final return of the decedent the value 
at the date of his death of cattle which 
had been raised by the decedent. The 
decedent was in the business of raising 
and breeding cattle. and all of the costs 
of raising the cattle had been charged 
to expense by the decedent. The Tax 
Court held that inasmuch as the cattle 
were merely owned by the decedent at 
the date of his death, that is, they had 








12Supra note 6. 


not been sold at that date, the increase 
in value was not subject to tax on the 
final return of the decedent. 

In the Linde case'* arising under Sec- 
tion 126 of the 1939 Code, the dece- 
dent was a member of farm cooperatives 
which processed grapes and sold wine 
for the members of the cooperatives. At 
the date of death, the decedent had 
turned over to the cooperatives grapes 
which had been processed into wine by 
the cooperatives but the wine had not 
been sold. The Circuit Court held that 
proceeds from sale of the wine would 
result in income under Section 126. 


8Supra note 3. 
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If this decision could be considered 
as based upon the practical effect of the 


transaction between the decedent and 
the cooperative, which was similar in 
many respects to a sale, or based upon 
the existence of the contract with the 
cooperative which resulted in the sale, 
then the decision in the Burnett case 
may still be applicable. However, the 
Circuit Court cited the Burnett case, 
and while it did not expressly disagree 
with that case, there is at least the im- 
plication that it would not reach the 
same conclusion with the same set of 
facts. Furthermore, the Court stated 
that the fact that there was or was not 
a sale would make no difference. 


However, Congress apparently in- 
tends that inventory of a partnership 
will acquire a new basis and not re- 
sult in income in respect of a decedent 
when it is sold. In the report of the 
Committee of Finance of the Senate 
concerning Section 753 of the 1954 
Code, it is stated that, while amounts 
payable as mutual insurance and for 
unrealized receivables under the _pro- 
visions of Section 736 will be consid- 
ered as income in respect of a decedent, 
“the provisions relating to income in 
respect of a decedent are not applicable 
to a decedent’s interest in partnership 
inventory.” It would accordingly ap- 
pear that inventory would get a new 
‘cost basis equivalent to the value for 
federal estate tax purposes and that the 
sale of the interest of the decedent in 
such inventory would not result in in- 
come in respect of a decedent. 


In order to adjust for the inequity 
of the same item being subject to both 
income and estate taxes, a deduction is 
allowable for the estate taxes attribut- 
able to the item of income. In determin- 
ing the amount of the deduction for 
this purpose account must be taken of 
deductions which are allowed for both 
income and estate tax purposes. The 
manner in which the deduction for es- 
tate tax is computed has been carefully 
analyzed elsewhere.'* 


1954 Changes 


The 1954 Code has not made any 
change or clarification in the law with 
respect to the definition of what is in- 
come in respect of a decedent. How- 
ever, there have been many important 
changes.'® The 1939 Code made no pro- 


MSee Drye, The Taxation of a Decedent’s Income, 
8 Tax L. Rev. 201 (1953). 


See “Income in Respect of Decedents as Af- 
fected by the 1954 Internal Revenue Code,” by 
Lawrence E. Irell; Proceedings of the Seventh An- 
nual Institute on Federal Taxes, University of 
Southern California Law School, p. 535. 
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vision for successive decedents. An ex- 
ample given in the Committee Report 
illustrates the problem. If the decedent 
was a life insurance agent who. had a 
right to receive renewal commissions, 
then on his death these commissions 
would go to his widow as income in re- 
spect of a decedent. The right to re- 
ceive the income would be taxed as an 
asset of the estate at its fair market 
value. For income tax purposes, the 
commissions would be taxed to the 
widow as received and not bunched in 
the final income tax return of the dece- 
dent or his estate. 


However, upon the subsequent death 
of the widow, under Section 126 of 
the 1939 Code, the uncollected commis- 
sions were accrued and taxed in the 
final income tax return of the widow. 
Section 126 did not expressly state that 
it had no application to successive de- 
cedents, but it did provide that in case 
of a transfer by the decedent’s successor 
in interest all of the income not yet 
received had to be accrued in the in- 
come of the transferor. The death of the 
decedent’s successor (in the illustrated 
case, his widow) was construed to be a 
transfer within Section 126. 


Under the 1954 Code, income in re- 
spect of successive decedents will be 
treated the same as income in respect 
of a first decedent. Section 691(a) (2) 
provides that the term transfer “does 
not include transmission at death to 
the estate of the decedent or a transfer 
to a person pursuant to the right of 
such person to reecive such amount by 
1eason of the death of the decedent, or 
by bequest, devise. or inheritance from 
the decedent.” It appears to be clear 
that it is still the law that a transfer by 
the widow during her life of the right 
to receive the commissions would re- 
quire the accrual of the uncollected por- 
tions at their then fair market value 
in her income tax return. 


Although most property included in 
the estate tax return of the decedent 
receives a new basis in the hands of the 
recipient, a right to receive income does 
not get a new basis as a result of its 
inclusion in the estate tax return.'® The 
result is that income in respect of a 
decedent is taxed at its fair market value 
in the estate of the decedent and the in- 
come is also taxed as income when re- 
ceived by the recipient. Under 1939 
Code Section 126(a), the decedent’s 
successor was entitled to a deduction 
against such income on account of the 
estate tax attributable to it. This is still 


167.R.C. § 1014(c). 





the general rule, but because of the 
new provisions for successive decedents 
each of the successors in interest now 
is entitled to a prorata share of the 
income tax deduction attributable to 
the inclusion of the right to receive in- 
come in the estate tax return of his 
decedents. In the case of the insurance 
agent cited, on the death of the widow, 
her heir would be entitled to a deduc- 
tion against the income he reports for 
any amounts of estate tax paid both in 
the estate of the original decedent and 
his widow on account of such income.!7 


Amounts which are includible in the 
gross income of a successor in interest 
of a deceased partner under Section 
736(a) are stated to be income in re- 
spect of a decedent by Section 753. 


Installment obligations are now 
treated as income in respect of a dece- 
dent and retain the same character in 
the hands of the recipient as they did 
in the hands of the decedent.'* Formerly 
the uncollected portion of such obliga- 
tions was accrued in the final return 
of the decedent unless an election was 
made and a bond filed with the Com- 
missioner. The requirement of the bond 
has been eliminated. The recipient of 
the right to receive the installment ob- 
ligations will be entitled to an income 
tax deduction for estate tax paid or 
account of the inclusion of the right in 
the estate tax return of the decedent." 
This rule is also applied with regard 
to the recipient of employees restricted 
stock options.”° 


The 1954 Code has changed the man- 
ner in which annuities are subject to 
taxation. As a result it has been neces- 
sary to make provision for a deduction 
by a surviving joint annuitant of es- 
tate taxes attributable to the portion of 
the annuity which is considered income 
in respect of a decedent. The law pro- 
vides that the excess of the value at the 
date of death of the decedent over the 
amount which is excludible from the 
income of the surviving joint annuitant 
shall be considered as income in respect 
of a decedent for purposes of computing 
the deduction. The estate tax attribut- 
able to this excess is allocated over the 
life expectancy of the surviving joint 
annuitant and the allocated amount is 
allowed as a deduction in computing the 
income of the surviving joint annuitant 
for each year during which he receives 
payments under the annuity. However, 


17.R.C. §§ 691(c) (1) (A) and 691(a) (1). 
18J.R.C. §691(a) (4). 

19T.R.C. § 691(c). 

20T.R.C. § 421(d) (6) (B). 
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ff the surviving joint annuitant lives 
longer than his life expectancy the de- 
duction is allowable only up to the 
ime he attains his life expectancy or, 
if he dies prior to that date, the deduc- 
ion is not available to his estate or 
any beneficiary after his death.** 


Distributions by estates or trusts of 
income in respect of a decedent will be 
treated differently than under prior 
law.22 Amounts distributed to a bene- 
ficiary are deductible by an estate or 
trust and taxable to the beneficiary to 
the extent that the estate or trust has 
distributable income. The former re- 
quirement of determining whether the 
distribution was from income or corpus 
is eliminated. 


Income in respect of a decedent dis- 
tributed to a beneficiary by an estate 
or trust retains the same character to 
the beneficiary that it had to the estate 
or trust. The deduction for estate tax 
attributable to such income is allowed 
to the beneficiary if the income is 
distributed.? 


Advantageous Planning 


The 1954 Code makes it relatively 
simple for surviving partners to make 
payments for the decedent’s interest 
which will be deductible from income 
and acquire thereby a share in the good 
will. Such payments are deductible un- 
less they are specifically stated to be 
for good will.24 The purchase of good 
will, however labelled. would ordinarily 
represent a capital expenditure. There 
is a substantial difference to the estate 


| or widow with regard to the income 
_ tax which will be assessed on such pay- 
_ ments. If the partnership agreement 


provides for payment for good will, 
then the asset “good will” would be 
included in the estate of the decedent, 


| and it would acquire a cost basis. It 


would apparently be necessary that 
there be good will and the agreement 


does not merely recite a fact which can- 


not be supported.2° The payment for 
the value of the good will in such case 
would not result in any income. If the 
payments are made in such manner as 
to be deductible by the partnership and 
taxable to the widow, the same amount 
of estate tax would be payable but the 
widow would pay income tax on the 
payments when received. Credit would, 
of course, be allowed for the estate tax 


—_ 


™1.R.C. § 691(d). 

=LR.C. §§ 641-663. 

“LR.C. § 691(e). 

4LR.C. § 736. 

*Estate of Taylor, 17 T.C. 627 (1951). 
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attributable to such items but the addi- 
tional cost to the widow might be sub- 
stantial. 


Consideration should be given in 
planning an estate to items which will 
be considered as income in respect of 
a decedent. For example, care should 
be taken to be sure that, if large 
amounts of income are to be received 
as income in respect of a decedent, such 
income will be received over a period 
of years, allocated to a number of tax- 
payers or bequeathed to a charitable 
beneficiary. 


If a partner is to receive a substantial 
payment which will be income in re- 
spect of a decedent under the provisions 
of Sections 753 and 736 of the 1954 
Code, such payments should be made 
in a manner so that the tax rate will 
be as favorable as possible. For ex- 
ample, if a partnership agrees to pay 
$100,000 to a deceased partner in such 
a manner that it will be income in re- 
spect of a decedent, the partnership may 
take out insurance for this purpose. If 
this full amount were paid to the estate 
of the decedent in a single year it would 
result in the assessment of a very high 
rate of income tax. Such a payment 
should usually be made over a period 
of years. 


If a person intends to make a chari- 
table bequest, consideration should be 
given to providing in his will for the 
assignment of items which would be 
income in respect of a decedent in sat- 
isfaction of such bequest. In such case, 
such items would escape both income 
and estate taxes. 





The foregoing article is based on a 
paper, revised to date, presented at the 
1955 Forum on Tax Problems Affecting 
a Family Estate, sponsored by Title In- 
surance and Trust Co. of Los Angeles. 











New Business from 
Safe Deposit Customers? 


A study of four branches where safe 
deposit box holders had been the object 
of campaigns for other business were 
surveyed recently by a large eastern 
bank with disappointing results. 


The survey, reported in the March 
F.P.R.A. Bulletin, showed that existing 
customers account for 58% to 78% of 
box rentals in each office. Out of 4,653 
boxholders, 1,588 had had no relations 
with the bank at the time of rental, and 
only 434 of these later became custom- 
ers for other services. 
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CONSTRUCTIVE INDUSTRY OUTLOOK 








The confidence of investors was bad- 
ly shaken by President Eisenhower’s 
illness. How badly shaken was not ap- 
parent until the prospects of a political 
overturn were diminished by the battle 
over segregation, the Natural Gas Bill 
veto and by the President’s “yes.” When 
it became apparent that chances strongly 
favored the continuation of a favorable 
political environment—an Administra- 
tion which has shown its ability in 
the economic sphere to tread the nar- 
row line between inflation and deflation. 
and in the international sphere to main- 
tain peace—the powerful expansionist 
forces continuously latent in our econ- 
omy were once again able to exert them- 
selves in rather dramatic fashion, and. 
of course, the stock market rose with 
ease to new high levels. 






















In appraising the present level of the 
stock market, it is evident that in rela- 
tion to fundamental values prices are 
only slightly higher than a year ago. 







m Yields are now something like 10% 





less and price-earnings ratios 10% 
higher. The ability of the nation’s in- 
dustry to expand profitably and main- 
tain earnings and profit margins has 
again been demonstrated and this some- 
what higher appraisal of fundamentals 
therefore seems justified. 








Assessing the outlook for this year in 
detail, it seems safe to conclude that 
the first quarter will be the poorest, 
hampered as it is by some slowing up 
in housing starts and a reduced rate 
of automobile manufacture. In  subse- 
quent quarters the general level of 
business activity should steadily in- 
crease and the last quarter, with auto- 
mobile manufacturers engaged in all- 
out production of 1957 models, should 
€ a record-breaker. 
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The most significant change between 
the general pattern of industrial activity 
this year and last will be reduced auto- 
mobile production on one hand and a 
much higher level of production of 
capital goods of all kinds on the other. 
In a financial sense this implies that 
consumers will moderately reduce their 
debts this year (and rising consumer 
indebtedness was one of the problems 
of 1955) and that corporate treasuries 
will be somewhat depleted. Therefore, 
it can be concluded that dividends, al- 
though likely to be higher this year, 
will not show as great a percentage 
gain over the previous year as in 1955. 
For the market all this seems to spell 
continued improvement. Companies 
manufacturing heavy goods of all kinds, 
including electrical equipment, materi- 
als handling equipment and production 
machinery, seem likely to show out- 
standing year-to-year gains in earnings. 
Chemical companies will do well and 
non-ferrous metal producers will have 
the combined benefit of higher volume 
and an extremely favorable price struc- 
ture. It should be emphasized, however, 
that variations in profits will be ex. 
tremely wide as between individuai 
companies and again the most careful 
selectivity will be essential to obtain 
satisfactory investment results. 


WALTER MAYNARD 
SHEARSON, HAMMILL & CO. 


INDUSTRIAL CONSTRUCTION AND THE 
REVENUE AcT oF 1954 


Many factors enter into a manage- 
ment decision to add new plant and 
equipment or to replace the worn-out 
with new but a ruling consideration is 
almost always availability of money. 
Having been forced to face an unpleas- 
ant economic fact for many years, in- 
dustry leaders consistently petitioned 
Congress to recognize that, in an infla- 
tionary era, straight-line allowances for 
depreciation based on original cost 
could not provide sufficient cash to meet 
the higher replacement costs required 
by the time a facility had outlived its 
useful life. 


To a degree, this lack of a sound 
depreciation formula had been offset, in 
recent years, by the granting of Certifi- 
cates of Necessity to industry for con- 
struction of facilities or equipment con- 
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tributing directly to the defense effort 
or helping meet ultimate goals for our 
defense potential. These Certificates 
permitted amortization over a five year 
period of varying percentages of the 
original cost of the facilities certified. 
They were, however, issued only to a 
portion of the companies in a relatively 
small number of defense-related indus- 
tries and were not available to the broad 
cross section of domestic industry and 
commercial enterprises. Nevertheless, 
currently facilities valued at more than 
$30 billion have been granted certifica- 
tion, of which about 60% is eligible 
for rapid write-off, and the present an- 
nual charges for accelerated amortiza- 
tion amount to $3 billion, or some 23% 
of total annual depreciation allowances 


of $14.5 billion charged-off in 1955. 


With this program currently drawing 
to a close, the peak in annual charges 
for rapid amortization has probably 
been reached and a tapering of the $3 
billion figure in 1958-59 will reduce 
sharply this large source of capital 
funds. On the surface, one might ex- 
pect that this would signal a reversal 
of the recent rapid expansion of cash 
available from depreciation allowances, 
which has risen from $10.4 billion as 
late as 1952 to $14.5 billion in 1955. 
However, it now appears that the im- 
pact of changes in depreciation allow- 
ances afforded by the Revenue Act of 
1954 may be such that the decline in 
accelerated amortization under Certifi- 
cates of Necessity will not only be 
cushioned but more than replaced. 


Until the 1954 Act, the “straight-line” 
method of depreciation, which spread 
the allowances evenly over the estima- 
ted normal life of the asset, was gener- 
ally the most advantageous for tax pur- 
poses. Now, two other choices are 
available: (1) the “sum-of-the-year’s- 
digits”; and, (2) the “declining bal- 
ance” methods. Without going into a 
detailed description, these methods pro- 
vide all businesses, rather than a rela- 
tively few companies within a group 
of affected industries, with the ability 
to accelerate amortization of capital as- 
sets, so that a major part of the cost of 
these expenditures may be charged-off 
during the early, and most productive, 
part of their useful life. 


It is too early to give a quantitative 
value to these new provisions. However, 
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new plant and equipment expenditures 
by U. S. business since January 1, 1954 
have totalled $55.5 billion and expendi- 
tures in 1956 are currently estimated at 
$34.9 billion. To all these facilities, ac- 
celeration of depreciation allowances 
will have been available, either under 
Certificates of Necessily or under accel- 
eration permissible through the Reve- 
nue Act of 1954. Not all businesses will 
avail themselves of the new provisions, 
but it is probable that, for tax purposes, 
a vast majority will find them prefer- 
able. With the large current and _pros- 
pective investment in capital assets, it 
appears that by 1960 cash retained 
through allowances for depreciation will 
be running at a rate substantially higher 
than the $14.5 billion so provided in 
1955, thereby continuing a substantial 
impetus to the boom in capital goods 
which has been sustained with surpris- 
ing consistency throughout the post-war 
decade. 

me Rocer W. Kenyon 
ESTABROOK & CO. 


Raw STRATEGY SUCCESSFUL 


Efforts of the railroads to bring about 
freight rate increases promptly without 
going through normal procedure of pe- 
titioning the I.C.C. for higher charges 


have proved successful. Instead of sup- 
plicating for relief, the railroads simply 
took advantage of their legal right to 
post higher rates, subject to suspension 
by the I.C.C. However, in order to post 
higher rates, the railroads have to ob- 
tain prior suspension by the Commis- 
sion of existing maximum rate orders. 
This placed the Commission in the posi- 
tion of being able to find only that the 
new charges either were lawful, subject 
however to the right of the Commission 
to set a different level of rates that it 
might find reasonable and just. This 
strategy unquestionably hastened quick 
action by the Commission, though the 
latter could have suspended the pro- 
posed higher rates for a period of seven 
months. After agreement had _ been 
reached with the railroads as to post- 
ponement of a decision for a week or 
so, the I.C.C. authorized rate increases 
of 6%, subject to certain “hold-downs,” 
compared with the 7% higher charges 
posted by the railroads. 

Net result is that the railroads are go- 
ing to obtain the benefits of rate in- 
creases much faster than they have for 
many years past. The higher rates be- 
came effective on March 7th and on an 
annual basis are expected to produce 
increased revenues of about $430 mil- 


lion. Due to “hold-downs” on coal and 
certain other traffic items, increases are 
expected to average just moderately 
above 5%. For the current year, they 
should produce increased revenues of 
around $340 million. Increased wage 
and material costs effective since last 
Oct. 1 are placed at $560 million on an 
annual basis which means that approxi- 
mately $140 million higher costs were 
felt in 1955 and that further impact in 
the current year will be in the neigh. 
borhood of $420 million, or just about 
equal to the benefits from the rate in. 


creases on an annual basis. While the J 
results of the rate increases this year of | 
. about $340 million will fall below high- 
er costs by about $80 million, this dif- 9 
ference should be more than offset by J 


new operating economies. At recent 
rates of capital expenditures plus the 
benefits of improved methods, new sav- 


ings should run around $200 million a a 
year or better. On balance, if there is 7 
no material change in the business situ- J 
ation, 1956 railroad net income should 7 


be in the neighborhood of $950-1,000 
million, a new record, compared with 
the peak of approximately $915 million 
in 1955, 

ARTHUR JANSEN 

W. E. BURNET & CO 

















HALSEY, STUART & CO. INC. 


123 SOUTH LASALLE STREET, CHICAGO 90 + 35 WALL STREET, NEW YORK 3 


AND OTHER PRINCIPAL CITIES 


or over half a century we have 
specialized in the underwriting and dis- 
tribution of bonds, notes and equipment- 
trust certificates—exclusively. 
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Srocks SHOW STAMINA 


the The enhanced confidence factor en- 
of (gendered by President Eisenhower's 
gh- | clearing of the political atmosphere. 
dif- 4 aided by some excellent 1955 earnings 
by | reports and indications of generally 
ent || well-sustained first quarter business 
the | activity, produced a goodly number of 
sav- 9 new highs for better-grade stocks dur- 
na | ing March. Announcement of favorable 
> is ICC. action on higher freight rates for 
itu- |} the railroads was followed by intima- 
uld © tions of forthcoming relief in passenger 
000 | tariffs, also. and the railroad stocks re- 
vith |} sponded with a new closing high aver- 
ion |@ age. The rail confirmation. according 
to Dow chartists. places the market in 
} gear for still better levels. 
CO Top-flight stocks continue to provide 
5 : 
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the most sensational market action, with 
| fluctuations of three to seven points in 
one session, testifying to scanty offer- 
ings. Despite the rarified strata being 
explored on the sunny side of 500 in 
the D.-J. industrial average as this is 
written, it is reported that institutional 
participation continues, both for foreign 
and domestic account, with special 
emphasis upon the oils. 


Once again, it must be said that 
this is in many respects a phenomenal 
and atypical stock market. In spite of 
its age and altitudinous achievements, 
it has escaped in remarkable degree the 
debilitating excesses which accompany 
extensive and prolonged price advances. 
Stiff margin requirements have restrain- 
ed weak participation and a more en- 
lightened Street viewpoint has tended 
'o minimize the tipster approach and 
too heavy reliance upon borrowed 
money. The growing institutionalization 
of the market is, of course, a prime con- 
sideration, It may eventually become 
evident that the market is adjusting to 
4 new set of underlying conditions in 
the economy, as some commentators 
ave been asserting, but time alone can 
give the answer in that respect. Mean- 
while, some performances are being 
chalked up which leave old pros staring 
lm amazement at the vitality displayed 
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IISTUUU TUORAL UNVES IRON 


by selected stocks—and the accent is 
really on “selected.” 


Technicians stress that the self-cor- 
recting character of the market’s pro- 
gress has kept it healthy and it is un- 
doubted that majority sentiment anti- 
cipates still better levels. In spite of the 
fact, however, that the world has long 
since learned to live with international 
tensions, it must be recognized that the 
risk element rises with prices, hence 
there is a tendency in some quarters to 
ease positions moderately because of 
the Near Eastern situation. Another 
factor is the surmise that signs of un- 
settlement or the lure of profits which 
could now be realized at minimum 
rates of taxation might bring out some 
liquidation of stocks acquired six 
months ago on the Eisenhower Septem- 
ber shakeout. Still others point to the 
mid-March N.Y.S.E. short position fig- 
ures of 2.3 million shares in relation to 
recent average daily volume of about 
2.8 million shares as another indication 
of deteriorating technical position, based 
upon the contention that a short ratio 
of less than one day’s average volume 
indicates a vulnerable position, regard- 
less of new highs being registered in 
favored sectors of the list. These reser- 
vations are admittedly minority views 
against the majority expectation of a 
continuing upward trend, subject to 
technical correction at any time. 


ANOTHER VIEWPOINT 


In spite of the marked degree of equi- 
ty-consciousness of bank investment men 
today, as indicated by the program of 
the recent Mid-Winter Trust Conference 
in New York City, criticisms are heard 
that bank investment often lacks flexi- 
bility and aggressiveness through fear of 
possible institutional liability or because 
of the limitations inherent in working 
from an approved list on the basis of 
group judgment. Granting that the trus- 
tee fills a distinctive niche in the finan- 
cial scheme, with problems and obliga- 
tions peculiar to his calling, as disting- 
uished from the client of the investment 





advisory section, investment officers may 
be interested in the following comments 
on the virtues of another viewpoint as 
presented by Gerald M. Loeb of E. F. 
Hutton & Co. 


“Due to the untimely death of my only 
brother in 1931, I seriously contemplated 
retirement. Although only ten years in 
the Street. I had learned how to save and 
invest and would have been able to do 
so. As a bachelor, I thought-perhaps the 
best policy would be to place 50% of my 
funds in an annuity and the balance in a 
custodian agcount with a power of at- 
torney to a trust company investment 
advisory department. 


“It did not take me long to discover 
that an annuity would be financial sui- 
cide because of fluctuations in the pur- 
chasing power of the dollar. Back in 
1931, a dollar really bought plenty. For- 
getting published “indexes” which never 
really completely measure the situation, 
I can recall many items of personal ex- 
penditure that cost one-fifth of today’s 
cost. I did not then know what today’s 
costs would be, but | felt if anything 
they would be up, and I wanted the in- 
surance company to repay me the same 
buying power that I had paid in. I did 
not buy the annuity — and it has only 
been recently that insurance companies 
are striving to be realistic when it comes 
to various forms of insurance, by plan- 
ning and applying for State permission 
to sell “variable” annuities. Had they ex- 
isted in 1931, I know I would have been 
a buyer. Sooner or later, they will ob- 
tain permission to write such policies 
and the sooner the better for all con- 
cerned. 


“It did not take me long to discover 
that the investment advisory departments 
of the trust companies failed equally in 
solving my problem. I think they offered 
more hope than the dollar annuity — 
but not with sufficient assurance. 


“This brings me to one of the points of 
my comment. Is there no way that banks 
can give more thought to investment re- 
sults and less to their legal responsibili- 
ties? Can their lawyers devise a type of 
release for living clients, who want a 
living trust managed by the bank or an 
agency account with the bank given full 
powers of discretion? 


“Today’s income tax rates and the 
lengthening span of life are two of many 
influences working toward earlier retire- 
ment and increased leisure. Hand in 
hand goes the increasing demand for 
delegating investment responsibility. It 
is good and growing business for the 


banks. 
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THE COLUMBIA 


| GAs SYSTEM, INC. 


The Board of Directors has declared this 
day the following regular quarterly 


dividend: 
Common Stock 
No. 87, 22'A2¢ per share 
payable on May 15, 1956, to holders of 
record at close of business April 20, 1956. 


H. Epwin O.son 
Vice-President and Secretary 
April 10, 1956 






































“Banks know this trend and are ad- 
vertising to develop the business. One 
bank uses full page ads showing a bank 
officer scanning the financial news 


ticker for up to the minute news on im- 
portant market developments. 


“In addition to placing themselves in 
the position to give more thought to in- 
vestment results and less thought to legal 
responsibilities, bank investment ad- 
visory departments, if they wish to fill 


“The personal financial success and 
salary bracket of the officer selected to 
handle an investment account is impor. 


-tant. I knew such a bank official who in. 


creased his own net worth from perhaps 
$150,000 when I first met him to $],. 
500,000. I never worried about his bank 
investment advisory clients. The trouble 
was that his after-tax take-home pay 
gradually became negligible and in time 
he simply resigned to concentrate on his 
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= : necessarily think more like investment “I think that here and there the best J parc 
2 CONSOLIDATED = counsellors or investment trust man- managed and most far-seeing trust de- & sate 
FI NATURAL GAS = agers. They must consider capital gains partment investment staffs are beginning § initi 
= COMPANY = as equally important as interest and _ to see the light. For instance, an execu- § ceas 
= aii tee = dividend income. They will have to think _ tive of one institution writes me: ‘T be. Rob 
= ocke e za = . . . . . em . 
a New York 20, N. Y. = more of special situations and more of _ lieve that our investment staff is imagin- 
= ne E market timing, from the point of view ative and alert. We do not operate from 0 
= = . . . 9 ° e . 
3 _ en | of attempting to vary their clients per- an approved list, as we believe most ‘¥ 
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PREFERENCE STOCK, —— i struc 
4.56% CONVERTIBLE SERIES the 
Dividend No. 32 | 
28%/, cents per share. com} 
lari 
The above dividends are pay- Yh oe 
able April 30, 1956, to stock- 15, preponctone _ 
holders of record April 5. : ' a proa 
Checks will be mailed from the The Board of Directors of The Diamond Match Company brac 
Company's office in Los Ange- on March 22, 1956, declared a regular quarterly dividend in th 
les, April 30. of 45¢ per share on the Common Stock. At the same meeting the Mi 
Board also declared a quarterly dividend of 37¥2c per , main 
P. C. HALE. Treasurer share on the $1.50 Cumulative Preferred Stock. duciy 
ag . Both dividends are payable May 1, justi 
1956 to stockholders of record . 
March 16, 1956 April 6, 1956. econ: 
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by any but political measuring rods. A 
ingle alphabetical agency, once estab- 











































ished, cries for steadily increasing 
in- budgets to bolster the civil service rat- 
aps @ ings of the personnel, with scant rela- 
$1,- 1 jon to status of the project for which 
ank §@ originally constituted. Legislators seek 
ible \og-rolling funds for local purposes, 
pay @ |egitimate or not, to bolster their politi- 
ime §§ .al fortunes with constituents. There is 
his @ also the fiction of Federal assistance to 
the states through grants in aid by 
best {M parceling out tax monies which the 
de- M states could better raise on their own 
ning ™ initiative. It’s high time that Uncle Sam 
ecu- M™ ceased to play the part of a financial 
be- §§ Robin Hood for the 48 sovereign states. 
gin- ; P 
trom @ «On the international scene the specta- 
most (le is even more appalling, if possible, 
trate When one contemplates the uncounted 
and @@ billions strewn over the world for years 
unin gigantic global boondoggles engi- 
yurse  neered by various Federal agencies. Let 
» are nobody assert that all this outpouring of 
slue’ @ Wealth was needed or justified by de- 
at lense considerations or to prevent loss 
asing | to Communist orbits. Some projects 
spful have unquestionably been warranted by 
ay expediency or self-interest but it is un- 
shout | likely that impartial analysis would 
aver-@ !0W more than a relatively small per- 
out ite eBtage if such determination were pos- 
.” |. sible. American self-interest should be 
~  Gihe sole criterion for spending of tax 
monies abroad and responsibility should 
et tom be clearly defined. Perhaps the worst 
. ourfm feature, other than the senseless waste 
in or- fm Ol Our resources which would be better 
mated @™ reserved against the day of real need, 
ederal(™ 8 that free handouts usually bring re- 
some im eitment and rancor rather than good 
taking @ Will and cooperation, and in about the 
vite of same measure as the “aid” extended. 
— These brief observations are not in- 
sala tended as ill-tempered taxpayer com- 
ad plaints but rather as a suggestion of 
per elds in which Congress should do some 
. studying. The haphazard and jerry-built 


structure of the income tax which is 
the result of years of opportunism and 
compromise cries for simplification, 
clarification and lower rates across the 
board, at the same time retaining a 
broad base of participation in lowest 
brackets, The 1954 Tax Bill was a step 
in the right direction but much yet re- 
mains to be done in the interest of pro- 
ducing needed revenue with maximum 

and least disruption to the 
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economy. 
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In spite of 1956 being an election 
Year, wise heads in Washington would 
well advised to forego the cheap lure 







APRIL 1956 


of per-capita tax-reduction vote-snatch- 
ing techniques in favor of some debt 
retirement, followed by such tax easing 
as indicated. If returned to power in 
the Fall, the Administration could then 
make a notable contribution to national 
solvency by a study of the entire taxa- 
tion picture with a fresh look at the 
double tax on corporation dividends 
and the capital gains question, plus 
added emphasis upon a system of ex- 
cises which would at least partially 
shift taxes upon receipt of income in 
favor of taxes upon spending. 


President Funston of the New York 
Stock Exchange is authority for the 
figure of $60 billion as needed equity 
capital during the coming decade if 
this country is to continue to prosper. 
Such money cannot be _ generated 
through retained earnings alone but 
must come from individual investors 
and through pooled institutional chan- 
nels. Let government continue to cur- 
tail all activities which can be done 
better by taxpaying private enterprise, 
return to the states those functions 
which properly belong there and cut 
foreign aid to the strictly “must” cate- 
gory, plus implementing recommenda- 
tions of the Hoover Commission esti- 
mated to save some $5.5 billion annu- 
ally. Under such conditions a balanced 
budget would be assured, barring in- 
ternational complications, and the citi- 
zen would have a greater margin for 
investment in industry or to augment 
his purchasing potential. This may 
sound Utopian but it appears equally 
Utopian to rationalize our immense 
national debt into an asset because we 
owe it to ourselves. 








@ Member banks of the National Asso- 
ciation of Mutual Savings Banks re- 
ported total deposit gains in February of 
$135,000,000 compared to $105,000,000 in 
February 1955. This gain reflects the 
fact that while withdrawals were 6% 
above February 1955, deposits were up 
11%. 











PACIFIC GAS and ELECTRIC Co. 


DIVIDEND NOTICE 
Common Stock Dividend No. 161 


The Board of Directors on March 21, 
1956, declared a cash dividend for the 
first quarter of the year of 60 cents per 
share upon the Company's common 
capital stock. This dividend will be 
paid by check on April 16, 1956, to 
common stockholders of record at the 
close of business on March 30, 1956. 
The Transfer Books will not be closed. 


K. C. Curistensen, Treasurer 


San Francisco, California 








GOULD-NATIONAL 
BATTERIES, INC. 
SAINT PAUL, MINNESOTA 
Manufacturers of Automotive 
and Industrial Batteries 
DIVIDEND NOTICE 


Preferred Dividend 


The Board of Directors today declared 
a regular quarterly dividend of 56%4¢ 
per share on the Cumulative Preferred 
Stock, payable May 1, 

to shareholders of 
record April 
20, 1956. 








Common 
Dividend 


The Board of 
Directors today 
declared a dividend 
of 42%2¢ per share on 

Common Stock, payable 
May 1, to shareholders of 
record April 20, 1956. 















A. H. DAGGETT 
President 


December 


12, 1955 











Se 






Philadelphia 


DIVIDEND 


| No. 300 








Insurance Company of North America 


The Board of Directors has declared a 
quarterly dividend of 6214c per share on *% 
the capital stock of the Company payable +: 
April 16, 1956 to stockholders of record % 
at the close of business March 29, 1956. % 
The Transfer Books will not be closed. # 


The Company has paid dividends in all # 
but 14 yearssince its foundingin1792,and 

the uninterrupted record of dividend 
payments dates from 1874. The aggre- # 
gate dividends paid during the 164 years # 
of tre Company’s corporate existence # 
is $ 69 109,000. 


March 13, 1956 













J. KENTON EISENBREY 
Secretary 










For everything you could ask 
from a correspondent bank, 
see Hanover. 


HANOVER 
BANK 


Member Federal Deposit 
Insurance Corporation 


YOUR 
BRANCH 
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MOODY’S INVESTORS YIELD TABLES 


Prepared monthly for TRUSTS AND ESTATES by Moody’s Investors Service 




























































































YIELDS OF YIELDS OF PRICES,DIVIDENDS 
TAXABLE TREASURIES CORPORATE BONDS AND YIELDS 
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1. U.S. Government Yields —......_____ 
3-Year Taxable Treas. —......__ ee 2.88 2.68 2.24 2.90-1.86 280-1.43 1.68-0.90 1.82-1.07 (a) (a) (a) 
5-Year Taxable Treas. .......___ 3.00 2.75 2.56 3.00-2.18 3.00-1.75  1.87-1.06 1.70-1.24 (a) (a) (a) 
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2. Corporate Bond Yields —..____- 
Aaa Rated Long Term ——______ wae. 3.14 3.07 3.01 3.18-2.91 3.44-2.65 2.91-2.45 2.88-2.59 6.75-2.70 6.38-4.42 
Aa Rated Long Term ___.......____ a 3.22 3.16 3.12 3.24-3.04 3.52-2.70 2.98-2.53 3.06-2.66 7.03-2.90 6.84-4.59 
A Rated Long Term ————~___...__ % 3.34 3.27 3.18 3.35-3.14 3.69-2.87 3.28-2.67 3.39-2.78 9.23-3.35 7.71-4.91 
Baa Rated Long Term —_---____ 3.62 3.58 3.48 3.63-3.45 3.90-3.15 3.57-2.93 4.47-3.06 12.96-4.42 8.56-5.32 
8. Tax-Exempt Bond Yields —____ 
Aaa Rated Long Term —__..____. i, 2.33 2347 2.08 2.34-2.05 2.73-1.28 1.98-0.90 1.84-0.93 2.81-1.56 (b) (c) 
Aa Rated Long Term ——_-____-—_ % 2.53 2.37 2.26 2.53-2.18 2.96-1.87  2.21-1.04 2.11-1.21 8.02-1.78 (b) (c) 
A Rated Long Term —..........____ % 2.84 2:72 2.57 2.85-2.54 3.34-1.72  2.64-1.28 2.49-1.49 3.29-2.11 (b) (c) 
Baa Rated Long Term __.____ wa 3.29 3.20 3.08  3.29-3.02 3.79-1.98  3.05-1.57 2.94-1.80 3.71-2.60(b) (ec) 
‘. Preferred Stock Yields — 
Industrialsk—High Dividend Series 
High Grade % 3.97 3.92 3.91 3.97-3.87 4.24-3.80 4.09-3.28 4.37-3.65 6.64-3.83 6.79-4.75 
Medium Grade _-___ _ % 4.63 4.49 4.54 4.63-4.45 5.28-4.53  5.08-4.14 5.94-4.33 12.73-4.91 8.05-5.61 
Tadustrials—Low Dividend Series 
High Grade % 3.72 3.69 3.66 3.73-3.63 4.02-8.45 3.92-3.27(d) (d) (d) (d) 
Medium Grade __-_-_-_-_-SS % 4.14 4.10 4.12 4.14-4.03 4.39-8.80  4.20-3.52(d) (d) (d) (d) 
Utilitiee—Low Dividend Series 
High Grade % 3.98 3.92 3.96 3.98-3.89 4.45-3.77 4.24-3.40(d) (d) (d) (d) 
Medium Grade —..._._.____ % 4.30 4.26 4.28 4.32-4.19 4.87-4.17 4.65-3.69 (d) (d) (d) (d) 
&. Common Stocks 
125 Industrials—Prices (f) $155.90 $145.53 $117.61 155.90-116.83 115.64-64.91 64.46-43.20 49.30-22.69 49.10-10.56 78,06-84.81 («) 
125 Industrials—Dividends (f) —. $5.73 $5.72 $4.92 5.73-4.79 4.73-4.138 4.44-1.76 1.94-1.52 2.05-0.72 2.68-2.16(¢) 
125 Industrials—Yields —....__ % 3.68 3.93 4.18 4.18-3.63 6.84-4.09 7.29-3.20 7.71-38.56 10.13-2.59 6.21-8.19(e; 
(a)—U. §. Govt. Bond Yield Averages in this series date from Jan. 5, 1943. (d)—Low Dividend Preferred Yield Averages in this series date from 
(b)—v. s, Govt. Bond Yield Averages in this series date from April 15, 1953. Jan. 2, 1946. 
(e)—Tax Exempt Yield Averages in this series date from Dec. 1, 1936. (c)—125 Industrials Averages date’from Jan. 1, 1929. 
(f)—Dollars per share. 
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YoU NEEDN’T HAVE 


A STEPCHILD TRUST DEPARTMENT 


Make your Trust Department a real Trust Depart- 
ment — not merely a stepchild — and you'll make it a 
real asset: A money-maker in its own right, and also 
a means of helping to attract and hold Commercial 
Department business. For it’s true that Commercial 
Accounts can drift away to a competitor who offers 
a well-rounded, modern trust service. 

You may say: “That makes sense for a big bank. 
But we'll have to pass up Trust Department growth 
and take a chance on holding our commercial busi- 
ness. It’s impossible for a small community bank like 
ours to handle a sizable trust business.” 

Don’t be too sure of that! 

Since 1948, when the Studley, Shupert Trust In- 
vestment Council was organized, a steadily growing 
number of progressive community banks have seen 
their trust business expand and produce a nice profit 
because their Trust Departments are functioning as 
their customers want them to function: With portfolios 
designed to achieve a variety of purposes through care- 
fully balanced, prudent selections of securities that 
include preferred and common stocks as well as bonds 
and mortgages. 

And, in nearly every instance, this is being done 
without increasing the Trust Department’s manpower, 
and without burdensome overhead. 

It is being done because the staff and facilities of 
the Studley, Shupert Trust Investment Council are — 
in reality — a full-time, auxiliary department of the 
bank. In other words, Council Services are not merely 
standardized, cut-and-dried, impersonal, statistical 
data which arrive through the mail at stated intervals. 

True enough, Council operations revolve around 
a basic core of aids that are standardized for all Mem- 
bers. These include the Guidance List of Corporate 
Securities, Periodic Relative Value Selections, Analy- 
tical Reviews, and other data that point the way to 
prudent investment. Moreover, the list of Council aids 
is constantly being broadened in scope to fill more 
and more Trust Department needs and to answer 
more and more Trust Department problems. 

Over and above this, however, Council services are 
continuous, and the Council Staff seeks the individual 
requirements of Member Banks — and meets these re- 






TRUST INVESTMENT 


COUNCIL PHILADELPHIA 3, PA. 





STUDLEY, SHUPERT TRUST INVESTMENT COUNCIL 


900 PROVIDENT TRUST BUILDING 


quirements with practical, easy-to-understand advice 
and suggestions that fit the individual situation. 

Surprisingly enough, all this is done for each bank 
at an annual fee of only hundreds of dollars . . . NOT 
thousands, as you might expect. 

How can it be done so economically? Well, for one 
thing, the Studley, Shupert Trust Investment Council 
is a cooperative effort, and the cost of the service is 
shared by all Member Banks. It’s the kind of coopera- 
tive effort that community bank Trust Officers talked 
and dreamed of for many a year. They talked of form- 
ing a central research and investment advisory depart- 
ment... . of jointly maintaining a staff of trained and 
experienced specialized personnel who could aid them 
with individual problems . . . talked of exchanging 
trust investment data and experience through their 
own “clearing house”’. . . and talked of how this would 
raise the visibility of their Trust Departments and lift 
them out of the stepchild class within their banks and 
in their communities. 

Yet none of this got beyond the talk-and-dream 
stage until various states revised their trust invest- 
ment regulations in the pattern of the Prudent Man 
Rule. 

Banks who were anxious to take advantage of this 
new legislation quickly realized that it was imperative 
for them to have a reliable source of investment infor- 
mation at a cost within their budget limitations. 

It was then that several Trust Officers approached 
Studley, Shupert & Company, Incorporated, with the 
suggestion that the firm’s investment advisory experi- 
ence, its Massachusetts background and familiarity 
with the Prudent Man Rule, and its knowledge gained 
from managing an entirely different type of coopera- 
tive endeavor among some of the nation’s largest 
banks and insurance companies could be applied to 
the management of a central cooperative service such 
as they had talked and dreamed about. 

This was the beginning of the Studley, Shupert 
Trust Investment Council . . . and it was the end of 


a necessity for a stepchild Trust Department in any 
community bank. 

Complete details of Council Service will be sent you 
upon request. 
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ECENT DEVELOPMENTS HAVE AWAK- 
R ened a new interest in preferred 
stocks. First, the risé in common stock 
prices has lowered the return available 
from these investments. Second, some 
trustees have reduced common holdings 
in percentage of the total trust and have 
been faced with reinvestment problems. 


The inherently hybrid nature of pre- 
ferred stocks frequently leads to confu- 
sion in trustee selection and use. They 
are not fixed income securities in the 
same sense as bonds and their status as 
stocks is quite different from that of 
common stocks. Nevertheless, they are 
sound investments and attractive for 
trusts, so it is essential that trustees 
know their characteristics and be fully 
cognizant of the risks as well as the re- 
wards. Proper selectivity and good tim- 
ing of preferred purchases can make 
these issues quite desirable for most 
trusts. Yardsticks to improve selectivity 
and suggestions to improve timing of 
purchases are discussed elsewhere. 


Every trustee is faced with the neces- 
sity of preserving or increasing princi- 
pal while providing a reasonable in- 
come for life tenants. The recent annual 
round-up of trust investment opinion 
published in January, 1956 Trusts AND 
EstaTES indicated the wide divergence 
of investment policies in achieving these 
objectives for a fully discretionary trust. 
Some professional trustees would not 
purchase any preferreds, while others 
recommended as high as one-third of 
the trust be so invested. I believe that 
these stocks should be purchased for 
trust accounts as fixed income securi- 
ties. They may be substituted for a 
portion of the corporate bond section 
with proceeds from common stock re- 
duction. Obviously they would not be 
suitable as replacements for municipal 
bonds in trusts in which the tax-free 
advantage is important. 


Looking Backward 


There are about $16 billion of pre- 
ferreds outstanding and an average of 
about $700 million of new preferreds 
have been sold in each of the past ten 
years. The peak year of new offerings 
was 1946 when $1.1 billion were sold, 
While three years later only $425 million 
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PREFERRED STOCKS BELONG IN TRUSTS 


SAMUEL H. BALLAM, JR. 


were marketed. Preferred stocks offered 
between about 1890 and 1930 usually 
had dividend rates of $6, $7, or $8. Sev- 
eral of these issues were non-callable 
and are still outstanding. Most issues 
sold during the 1930’s were callable and 
had dividend rates of $4 to $6. A high 
percentage of the preferreds sold short- 
ly after World War II had dividend 
rates of $4 or less. As a result, pre- 
ferreds outstanding today consist prin- 
cipally of high dividend non-callables, 
the $4 to $5 preferred issues sold prior 
to World War II that have not yet been 
redeemed and the low dividend postwar 
issues. 


The usual criticism of preferreds that 
they are “neither fish nor fowl” stems 
from their fixed rate of return. The 
holder has no legally enforceable right 
to the dividend such as bondholders en- 
joy with respect to interest. On the other 
hand, the preferred stockholder does 
not benefit from expanding earnings as 
do common stockholders because the 
dividend is limited, except in the rare 
instances of participating issues. Since 
preferreds are limited income securities, 
they must be analyzed and used as 
bonds rather than as common stocks. 





The author is a 
graduate of the Uni- 
versity of Pennsyl- 
vania. His entire busi- 
ness career has been 
with ‘the  Fidelity- 
Philadelphia Trust 
Company except for 
service with the U.S. 
Air Force in World 
War II and also dur- 
ing the Korean War. Duties at the bank 
have included work as a security analyst, 
investment of pension and profit sharing 
trusts and participation in the supervision 
of common trust funds. Last December Mr. 
Ballam was made Assistant to the President 
of the Trust Company. 








There is no more significance in com- 
paring the performance of preferreds 
to that of common stocks than making 
such a comparison between bonds and 
common stocks. 


Preferred stocks gained in investment 
stature during the 1920’s, and the ex- 
cess in yield over bonds narrowed from 
about 1% in 1925 to about 44% in 
1930. However, during the depression 
of the 1930’s many preferred dividends 
were omitted. Subsequently the dividend 
arrearages on most major issues were 





EXCESS OF PREFERRED RETURN OVER BOND YIELDS 
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paid when business conditions improved. 
Soundly capitalized industrial compan- 
ies generally performed very well even 
through the severe economic strain of 
the Great Depression. However, the divi- 
dend omissions of lower-grade pre- 
ferreds stigmatized these stocks as a 
class, which emphasizes the importance 
of selectivity and adherence to high 
quality standards. 


Many critics complain that in 1946 
they purchased preferreds which subse- 
quently declined in price while common 
stocks during the same period appreci- 
ated in value. It is apparent that these 


divergent price movements stemmed 
from the same expanding prosperity. 
Since interest rates reached an all-time 
low in 1946, preferreds were marketed 
at relatively low rates of return, some 
with dividend rates as low as 344%. 
Business expansion and flexible mone- 
tary policy raised interest rates and 
preferred stocks and bond prices de- 
clined. Conversely, the purchase of pre- 
ferred stocks at depressed prices in the 
spring of 1953 when the money market 
was very tight resulted in market appre- 
ciation. These market actions indicate 
the importance of proper timing of 
preferred purchases. 

















FIRST MOVIE SET 
IN CALIFORNIA 


William N. Selig, pioneer motion 
picture producer of Chicago, came 
to Los Angeles in 1907 seeking 
more sunshine for film-making. 
The following year he built Cali- 
fornia’s first movie set on a roof at 





TRUST DEPARTMENT 


Eighth and Olive Streets for a one- 


reel production of “Carmen’ At 
that time Security-First National 
Bank already had established its 
Trust service. In the more than 50 
years since, Southern Californians 
have come to think first of Security- 


First for all their Trust needs. 


ECURITY- FIRST 


NATIONAL BANK 


OF LOS ANGELES 





Head Office: Sixth and Spring Sts. 
Telephone MUtual 0211 





What standards or yardsticks should 
a trustee apply in purchasing preferred 
stocks? First, he must determine the 
portion of the trust to be invested in 
fixed income securities and allocate a 
part to preferreds. An examination of 
over one hundred common trust funds 
during the past several years shows that 
some hold no preferreds while others 
have over 30% in this medium. As a 
general rule, the preferred percentage 
in most discretionary common funds 
ranges between 5% and 15%. Usually 
the funds most aggressive in common 
stocks tend to invest a smaller per. 
centage in preferreds than those funds 
invested predominantly in fixed income 
securities. These latter funds, of course, 
use preferreds to “sweeten” the income 
by approximately 1% as against long. 
term bonds. 


Quality First 


Since preferreds are fixed income se- 
curities, there should be no uncertainty 
about the ability of the corporation to 
maintain dividends. Each trustee has 
his own quality yardstick but preferreds 
with the following characteristics will 
usually be beyond reproach. These con- 
clusions are predicated upon an analysis 
of postwar performance of preferreds 
which account for about two-thirds of 
the market value of all those listed on 
the New York Stock Exchange. 


Earnings of industrials for the previ- 
ous five years should average at least 
six times the total of fixed charges and 
preferred dividend requirements. and 
minimum coverage should not have been 
less than four times except under un- 
usual circumstances. In addition, the 
market value of the common. stock 
should be equivalent to about 75% of 
total capitalization. If the company 
operates in a cyclical industry, these 
yardsticks should be strictly followed. 
However, in a relatively stable industry, 
slightly lower yardsticks may be ac- 
ceptable. Obviously, it is not possible 
in investment merely to specify statisti- 
cal measures that will automatically do 
the selection and eliminate individual 
judgment. Products, operations, labor 
policy, management, position in the in- 
dustry, the trend of earnings and many 
other factors must be considered. How- 
ever, those preferred stocks which con- 
formed to the foregoing statistical yard- 
sticks during the past ten years were 
affected only by changes in money 
rates. 


Public utility preferreds do not need 
as wide protection as industrials since 
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they are issued by regulated companies 
having stable or steadily expanding 
earnings. There have been few opera- 
ling electric utilities which have failed 
lo pay preferred dividends. However, 
higher quality issues generally have an 
wverall coverage of fixed charges and 
preferred dividends of 2.5 times or bet- 
tr. In addition, the total of debt and 
preferred stocks outstanding usually is 
less than 70% of net assets. 


The requirement that fixed charges 
aud preferred dividends be earned a 
certain number of times assures that 
fixed obligations are well protected by 
earning power. Adverse changes in busi- 
ness conditions of a cyclical nature will 
then not jeopardize preferred dividends. 
Insistence upon a high common stock 
equity protects the investor from an 
unbalanced capital structure. Usually 
preferreds with requisite earnings pro- 
tection also have a conservative capital 
structure while those which have omit- 
ted dividends or performed poorly 
marketwise have had low coverage and 


) were issued by companies with a weaker 


capital structure. 


In recent years, some medium grade 
issues have performed satisfactorily but 
since economic activity has been at a 
high level during most of the postwar 
period, this group has not been rigor- 
ously tested. The slightly higher return 
is small compensation for compromis- 
ing quality standards. Low grade pre- 
ferreds should be analyzed and used 
strictly as common stocks. 


Many preferreds are adorned with 
features to make them more like bonds. 
Of course, dividends should be cumula- 


j tive. A sinking fund is desirable and, 


since most sinking funds are about 2%, 
there is hope that all the issue will be 
retired within fifty years. Some pre- 
ferreds are convertible into common 
stock and the purchaser must decide 


how much premium should be paid for 
} this privilege. The greatest number of 


convertibles 


are sold with common 
stocks at a high level when investors are 
concerned about possible decline in 
common prices. Certainly not much 
premium should be paid for conversion 
privileges under such conditions. His- 
torically. convertible preferreds sold 
during periods other than those of mar- 
et exuberance have been the best per- 
formers. Investors should not rely upon 
Protective provisions and “gimmicks” 
0 sustain dividends or market value as 
these will prove disappointing and ex- 


a substitutes for quality stand- 
“tds, 
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Timing Recommendations 


Timing of preferred purchases is 
just as important as with any other 
security and is perhaps more complica- 
ted since preferreds lack a maturity. If 
purchased with interest rates at an all- 
time low, the market value will decline 
as rates rise. Many high quality pre- 
ferreds issued in 1946 declined 10% or 
more to the lows of 1953, when long- 
term interest rates reached the highest 
level since the advent of easy money 
policies in the 1930’s. Of course, pre- 
ferred prices respond to changes in in- 
terest rates and the postwar perform- 
ance of quality preferred issues has 
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been as good as that of long-term Gov- 
ernments and high quality corporate 
bonds, as demonstrated by the spread 
in yields in the chart on page 347. 


Since the beginning of 1955, pre- 
ferreds have shown only modest 
changes in yield and market value de- 
spite tightening in money rates, The 
maximum price fluctuation of most 
quality issues during the past fifteen 
months has been about 5% which is in 
line with long-term Government bonds, 
although preferreds provided from 
sixty to ninety basis points more in- 
come. It should be noted, however, that 
during this period the yield spread has 
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been less than that during most of the 
past ten years. Therefore, on a historical 
basis preferreds are not currently cheap 
in relation to bonds. 


Consideration must be given to some 
factors affecting this yield differential. 
There has been a relative reduction in 
the amount of quality preferreds out- 
standing because of redemptions dur- 
ing 1954 and 1955. Since dividends on 
outstanding preferred do not qualify as 
a tax deduction, the company which 
replaces preferred with debt immediate- 
ly increases its earnings. In addition to 
“refundings” of this type, many high 
quality preferred issues have been re- 
deemed out of earnings. Continuance of 
corporate tax rates at 52% offers a 
definite incentive to corporations to re- 
deem preferreds. Another important 
factor in the narrowing of the yield 
spread has been the entrance of savings 
banks into this market, bringing increase 
in demand with a reduction in supply. 


Take Your Choice 


There are basically three types of 
high quality preferreds available: non- 
callable, “cushion” and low dividend 
preferreds. Usually non-callable issues 
with dividend rates of $6 to $8 are 
available on a more attractive basis 


than low dividend issues of comparable 
quality. For example, U. S. Gypsunt 7% 
Preferred yields about 3.90% compared 
with several 314% and 334% pre- 
ferreds currently selling on a 3.50% to 
3.70% basis. During most of the past 
ten years the high grade, non-callable 
industrial preferreds have produced 
about 20 basis points more yield than 
high grade, low dividend industrial is- 
sues. “Cushion” preferreds are those 
issues which should normally sell at a 
higher price, but the possibility of re- 
demption at the call price limits the 
premium which buyers will pay. For 
instance, General Motors $3.75 Pre- 
ferred selling at 10014 produces a re- 
turn of 3.73%. The equally ranking 
General Motors $5 Preferred, a “cush- 
ion” preferred, would have to sell at 
134 to yield 3.73% but it trades at 
124-125 since it could be called at 120. 
Thus, the purchaser of this issue at 124 
and a yield of 4.03% has a cushion 
against a rise in interest rates of about 
30 basis points. The purchase of “cush- 
ion” preferreds involves the risk of los- 
ing the premium over call price in case 
of redemption and many institutional 
buyers limit this amount to the equiva- 
lent of one or two quarterly dividends. 


Preferred stocks are an institutional- 
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type investment held by trustees, insur. 
ance companies and some investment 
trusts. They have a relatively limited 
market and annual volume of high qual. 
ity issues on the New York Stock Ex. 
change is approximately 5% of shares 
outstanding. Considerable off - Board 
trading in larger blocks is handled by 
a limited group of investment houses 
specializing in these issues, however. 


Summary 


Because preferreds provide about 
25% to 30% more income than bonds. 
they are useful in improving the yield 
of trust accounts. The non-callable pre. 
ferreds appear more attractive than low 
dividend issues, as some of the latter 
with yields of less than 3.70% seem out 
of line with other issues and long-term 
bonds. Of course, it may be argued 
that du Pont $3.50 preferred under par 
produces a return of about 40 more 
basis points than would be available 
from long-term du Pont bonds if the 
company had any debt outstanding. A 
fair return is also available on some of 
the new electric utility preferreds which 
come to market at frequent intervals 
and, in addition, it is sometimes pos- 
sible to acquire “cushion” preferreds 
on an attractive basis. 


On the record, high quality _pre- 
ferreds have performed during the past 
thirty years as well as high quality 
corporate bonds. Criticism is frequently 
predicated upon experience with lower 
quality issues or with high quality is- 
sues purchased in a period of extremely 
low interest rates. The suggested yard- 
sticks should enable trustees to confine 
purchases to quality issues. Therefore, 
the investment problem is refined to a 
question of proper timing. 

Each investor has his own opinion 
on the outlook for long-term interest 
rates. During the past fifteen months 
long-term rates have increased some- 
what in response to the policies of re- 
straint adopted by the monetary author- 
ities. There is no indication that 1956 
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business will advance at as fast a rate Fy 
as during the recovery phase of 1954 & 
1955, in fact, most indicators show a 
levelling-off in recent months. There: FF 
fore, unless there is a strong inflation- f 


ary stimulant for the economy. it | 


difficult to foresee further tightening in F 


long-term money rates. Nevertheless, 


wage increases in the steel industry, the § 


projected increase in total building 
activity and a particularly strong re 
covery in automobile sales could yet 
become sources of concern to_ the 
authorities. 
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DEALERS IN 


State, Municipal and Public Housing 
Agency Bonds and Notes 


The Chase Manhattan offers trust officers and others acting 
in fiduciary capacities a well rounded service 

in this type of investment. Inquiries will receive 

the personal attention of experienced officers. 


Bond Department 
THE 


CHASE MANHATTAN 
BANK 


Head Office: 18 Pine Street, New York 15 
Member Federal Deposit Insurance Corporation 
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PICTURE OF PROGRESS of 
| 
= oe ~” f 
by Southern California Edison ‘ 
m 
ade 
REVENUE & EXPENSES 
Gross revenue was $177,833,545,a 14.7% e 
increase over 1954. Net income was also 
The year 1955 has been one of achievement. Earnings per nies. Water aeiinan- the 
penses, particularly for fuel, limited the ; 
common share for 1955 were $3.22 on the 7,475,880 advance in net income to 9.6%. Un 
common shares outstanding at the end of the year com- PLANT EXPANSION = on 
El Segundo’s first unit began operation in the 
rH ? May. Costing $24,000,000, it has a capa- 
pared with $2.95 per share on 7,165,593 shares at the close > cee cee a 
of 1954. The dividend on Common Stock and Original struction budget for 1956 is $123,502,000 Col 
and five new generating units are sched- ; 
Preferred Stock, which participates with the Common, vied to be added to the system in the ra 
next two years. ane 
was increased in 1955 from an annual rate of $2.00 to CUSTOMERS ‘ 
ee The 86,899 additional meters connected U. 
$2. 10 per share. in 1955 was a record number. It topped ‘ 
: , the 1954 total by 12.8% and brought to Inc 
We are confident of further growth and prosperity in 1,352,708 the total on company lines. Un 
: wigs FINANCING 
Southern California in the years ahead; a confidence we $37,060,400 of 3% % Convertible Debeo- hy 
. . oar . J 15, 1970, o 
are backing with a planned additional investment of over ‘dacs sites oe Soaeans 408 Gees 01 
° ° e e Pref d stockhold f d 17, 
$250,000,000 in the next two years. Our objective is to ee an thin acs a ein state rg no 
7 : share held. The issue was 98.2% sub- 
promote a soundly based growth of this area with every onthed. 
resource at our command, with the conviction that the GENERATION 
: ‘i : . p Energy transmitted showed a greater in- 
Company's ultimate prosperity lies in the well-being of the crease than any year since 1947, reach- 
- : ‘ ing o total of 12,365,614,000 KWH, o ves 
communities and customers dependent upon it for service. Gain of 13.1% over 1954. 
mé 
yA ‘ 7 
£08, Qaitie sp 
PRESIDENT ane CALI i, P 
sou" Rn, co 
80 
va 
CONDENSED CONSOLIDATED BALANCE SHEET he 
December 31, 1955 \ 
ASSETS LIABILITIES th 
ELECTRIC PLANT . . 4 $915,193,009 STATED CAPITAL AND SURPLUS . . . . $376,017,055 ‘ 
INVESTMENTS AND OTHER ASSETS . . . 9,180,447 LONG-TERM DEBT ....... ~~ 365,069,600 
CURRENT ASSETS .......... 5 9393376 CURRENT LIABILITIES. . . 2... «~~ 74,146,793 de 
DEFERRED CHARGES. ........ 3,184,300 DEPRECIATION RESERVE . . . 2 156,444,542 | 
CAPITAL STOCK EXPENSE. ...... 2,978,334 OTHER RESERVES AND LIABILITIES . . . _ 18211,474 ta 
TOTAL ASSETS... . . $989,889,464 TOTAL LIABILITIES . . . $989,889,464 ~ 
’ 
Ca 
Fu 
ad; 
SOUTHERN CALIFORNIA EDISON COMPANY rs 
., EDISON BUILDING - 601 WEST FIFTH STREET - LOS ANGELES 53, CALIFORNIA 
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Tax Aspects of 


CANADIAN INVESTMENT COMPANIES 


Registered with the S.E.C. 


BouUT $180 MILLION IN AMERICAN 
cacy is invested in the seven 
SE.C. registered, non-resident-owned 
Canadian investment companies* which 
have been put in operation since June 
1954. There are two principal attrac- 
tions to these funds—a favorable tax 
satus and the investment potential of 
Canada. The former is the chief subject 
of this article. 


All of the registered Canadian invest- 
ment companies are organized as Ca- 
nadian corporations domiciled in Can- 
ada, and, consequently, are subject to 
the tax laws of our northern neighbor. 
Before S.E.C. registration was secured, 
the funds received rulings from the 
United States Treasury Department that 
on a statement of facts descriptive of 
the proposed method of operation the 
companies would not be engaged in 
trade or business in the United States 
and, therefore, would not be subject to 
U.S. income taxes except in respect to 
income derived from sources within the 
United States. All capital gains realized 
by the funds are exempt from U. S. in- 
come taxes by reason of such funds’ 
non-resident status. 


Choice of Tax Status 


As Canadian non-resident-owned in- 
vestment corporations, the companies 
may elect to be taxed in one of two 
ways. They can choose to be taxed as 
special non-resident-owned investment 
corporations, i.e. “N.R.O. Companies,” 
80 long as at least 95% of the aggregate 
value of their issued shares is owned 
beneficially by non-residents of Canada. 
A company taxed under this section of 
the code pays a flat 15% on its taxable 
income and gets no deduction for divi- 
dends received from Canadian corpo- 
rations, 


ees 


‘Scudder Fund of Canada Ltd., the New York 
Capital Fund of Canada Ltd., the Canada General 
Fund (1954) Limited, the Keystone Fund of Can- 
ada, Ltd., United Fund of Canada Ltd., Templeton 
Growth Fund of Canada, Ltd. and the more re- 
cently organized Canadian fund of the Investors 
Diversified Services group. 
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This article is based on material in a 
thesis submitted by the author in connec- 
tion with his LL.B. degree from Harvard 
Law School last year. 





Alternatively, the investment com- 
pany may elect to be taxed as a regu- 
lar Canadian corporation. in which case 
it will pay 20°% on its taxable income 
(gross minus expense items not deduct- 
ible by the N.R.O. company) up to 
$20,000 and 47% on its income in ex- 
cess of this amount. As a regular cor- 
poration, it will be allowed to deduct 
from its taxable income dividends re- 
ceived from other Canadian corpora- 
tions. Thus, in any year in which an 
investment fund receives at least 69% 
of its income from Canadian equities, 
it might be profitable to elect to be 
treated as a regular corporation. 


Choice Complicated 


Another aspect of the Canadian tax 
laws makes the choice more complicated. 
Upon redemption of the common shares 
or liquidation of a regular Canadian 
corporation a shareholder is deemed to 
have received a dividend of the lesser 
of the amount or value of the property 
received or his portion of the corpo- 
ration’s undistributed income on hand. 
Since the investment companies under 
discussion have an established policy 
of paying no dividends, theoretically all 
of their income will remain undistribu- 
ted prior to liquidation or redemption. 
In that case the redeeming shareholder 
of a regular Canadian corporation will 
be faced with a 15% withholding tax 
on this undistributed income. This tax 
is not applied in the case of “non-resi- 
dent-owned” Canadian investment com- 
panies, so there is no withholding in the 
case of redemption of shares of such 
companies. 


It is questionable whether this 15% 
tax can be effectively credited against 
a shareholder’s United States income 


tax. Two issues are involved: (1) If 
the fund agrees to pay the tax, can the 
shareholder claim that he has paid the 
tax? (2) If the shares are bought and 
sold within the United States, the share- 
holder may be held to have received no 
income from Canadian sources. It is 
also possible that a stockholder will sell 
or redeem his stock at a price lower 
than the figure at which he bought it 
and, therefore, will have no inceme 
from foreign sources, even though the 
15% tax is due on his proportional 
share of the fund’s accumulated income. 


How “Regular Corporation” 
Set Up Works 


Of the larger earlier funds, two have 
chosen to be treated as regular corpora- 
tions—United Funds and Canada Gen- 
eral. To take care of the 15% tax on 
redemptions, each has agreed to satisfy 
the redeeming stockholder’s liability for 
his proportional share of accumulated 
income. Two contrasting policies are 
being followed to build up a reserve for 
this purpose. United Funds is apparent- 
ly viewing the anticipated 15% tax as 
a legal obligation which must be met 
eventually. Therefore, under strict ac- 
counting practice it is charging 15% 
against its income each year and estab- 
lishing a full reserve for taxes which 
will be due either upon total redemption 
or liquidation of the company. 


Interesting results follow from this. 
As this reserve grows, it creates a lever- 
age factor behind the stock. To illus- 
trate: In 1965, a buyer pays $20 a 
share, which represents the net asset 
value (for simplicity, we may ignore 
the acquisition cost). In addition to the 
asset value, however, the buyer may 
have $2.00 a share in reserves working 
for him, the income and capital gains 
on which can be added to the net asset 
value. It is our understanding that the 
reserves are such in a_ bookkeeping 
sense only, and are’ not segregated, be- 
ing invested in the general pool of total 
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assets. In a sense, then, future buyers 
will be getting a hidden working capi- 
tal bargain at no extra cost. 


Canada General’s reserve setup is 
based on management’s business judg- 
ment as to the volume of redemptions 
which can be expected. From this as- 
sumption, the Fund originally had ar- 
rived at an annual reserve charge of 
3%, which was to be revised subse- 
quently in light of changing redemp- 
tion patterns. In 1955 the fund set its 
reserve charge at 5%. The 3% figure 
would cover an average annual redemp- 
tion of 20% of the shares. Actual expe- 
rience has been that redemptions run 
at something less than 5% per year. It 
is not likely that Canada General will 
run into difficulties over an inadequate 
reserve except in the event of liquida- 
tion. In point of fact, the Fund is sub- 
ject to liquidation upon suit by the 
S.E.C. or a shareholder in case of vio- 
lations of the Investment Company Act 
of 1940 or the charter of the company. 


Another possibility is that changes 
in either the U. S. or Canadian tax 
laws might make liquidation advisable. 
In the case of liquidation, reserves clear- 
ly would be insufficient. The Fund could 
then either decide not to pay the with- 
holding tax or dip into net assets to 
make up the difference. In either situa- 
tion the shareholder may feel chagrined 
if he has been led to believe that the 
withholding tax liabilities will be satis- 
fied by the company. The fact that the 
S.E.C. has approved Canada’s General’s 
system minimizes any possibility of 
legal redress based on alleged misrepre- 
sentation, yet the subtleties of the sit- 
uation may create confusion and misun- 
derstanding on the part of a purchaser. 


Some danger may iie in the fact that 
the reserves are not segregated and are 
in common stocks exclusively. If re- 
demptions are heavy in a year in which 
the market in Canada is depressed, it 
may be necessary to liquidate “net as- 
set” securities to pay the taxes. In the 
absence of large-scale liquidation it 
should be to the benefit of the stock- 
holders to have the Fund’s reserves in 
equities, if we assume a long-term ris- 
ing trend of prices. Nevertheless, it 
would seem better accounting policy to 
keep the reserves in a separate cash 
account or in highly liquid govern- 
ments. This reserve problem does not 
at present arise in the case of such 
N.R.O. funds as Scudder Fund of Can- 
ada, Ltd. and the New York Capital 
Fund of Canada, Ltd. because the 15% 
withholding tax on the redemption of 
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stock is not applied against their share- 


holders. 


No Capital Gains Tax 


Canada imposes no tax on capital 
gains. American shareholders will be 
subject to a United States capital gains 
tax upon redemption of shares held 
over six months or a sale over the 
counter. In the case of redemption, 
taxes will be imposed at the capital 
gains rate if a stockholder’s propor- 
tional share of the company’s voting 
stock immediately after the redemption 
is less than 80% of his proportional 
share before redemption. Otherwise the 
redemption may be treated as a taxable 
dividend. Since the funds will disburse 
no current income, shareholders will 
incur no ordinary income tax liability 
on dividends. 


Therefore, in the normal case, a 
shareholder of a _non-resident-owned 
Canadian investment company in effect 
should be able to accumulate income 
at a maximum tax liability of 15% and 
then sell his securities with no more 
than a 25% tax on his profits. Thus, 
being taxed under Canadian law differ- 
entiates these funds from their Amer- 
ican counterparts in two principal re- 
spects: (1) they can accumulate income 
after incurring a maximum tax of 15%; 
(2) the absence of capital gains tax 
permits complete mobility in switching 
commitments on a purely investment 
basis. In other words, a change in posi- 
tion will be analyzed on the relative 
profit-making potentialities of the re- 
spective securities with no attention to 
the tax bill necessary. This will avoid 
the “locking in” effect of the capital 
gains tax in the United States which 
has been the subject of such criticism. 


This very freedom creates an anom- 
aly, however. For, if too much switch- 
ing is done, the company, under Ca- 
nadian law, can be said to be “trading” 
in securities instead of “investing and 
reinvesting.” Canada includes the real- 
ized gains from “trading” in securities 
as ordinary profits subject to the in- 
come tax. Even if this should happen, 
the tax liability for a company taxed 
as an N.R.O. investment company would 
be only 15% of the gains as against 
25% in the United States. 


Attractiveness 


As a matter of fundamental invest- 
ment policy each of these Canadian 
domiciled companies is of course com- 
mitted to a program of long range capi- 
tal growth, accent on Canada, with all 






earnings and profits reinvested and no 
dividends to stockholders. Understand. 
ably the sponsors expected their funds 
to appeal primarily to the more affluent 
investor not interested in current in- 
come but frequently this has not been 
the case. Although Scudder and New 
York Capital Fund have some very 
wealthy stockholders, the general situa- 
tion is one of a large number of moder. 
ate holdings. Canada General has more 
than 26,000 holders and New York 
Capital about 3,000. 


Many people have found these funds 
a perfect investment for their minor 
children who need no current income. 
Sophisticated investors realize that al- 
though they might under some circum- 
stances pay the same amount of taxes 
eventually as in the instance of domes- 
tic funds, they are benefitting from the 
compound interest factor. Accumulated 
income and capital gains can be rein- 
vested at their full value, instead of 
first giving the government a fraction. 
Let us give an illustration assuming 
$100 profit a year: 





Canadian N.R.O. U. S. Fund 
$100 Profit $100 Profit 
- 25 cg. tax 
$100 $75 reinvested 


x 12.006 (10 yrs.)* x 12.006 (10 yrs.)* 


$900.45 
225.11 c. g. tax 


$1200.60 
- 3800.15 cg. tax - 


$ 900.45 Net Profit $673.34 Net Profit 
10 Yrs. 10 Yrs. 

*1, each year compounded at 4% = 12- 

006 for ten years. 


The analogy using the first 25% 
gains figure for the U. S. Fund as- 
sumes two things: Either (1) the profit 
is ordinary income and the investor is 
in the 25% bracket now and will be in 
the 50% bracket in 10 years; or (2) 
the profit is capital gains and the in- 
vestor is now in the 50% bracket and 
will be there in 10 years. 


Possible Weaknesses 


A potential threat to the investment 
quality of these funds is a change in 
the U. S. tax laws which would remove 
the present tax advantage. Another 
theoretical weak point is the lack of 
complete investment flexibility. Because 
of their commitment to the avoidance 
of United States taxes, they have at 
least for the present decided to stay 
clear of American investments. The 
charters of several restrict investment 
outside of Canada to 20% of assets, 
while New York Capital, Templeton 
Growth Fund and more recently Scud- 
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jer Fund of Canada have the right to 
vest up to one third of resources in 
jn-Canadian securities. This lack of 
feedom might prove troublesome if 
Canada should suffer an economic re- 
ession or a break in the financial mar- 
jets while the American market was 
ising. The funds could minimize the 
impact of a declining Canadian stock 
narket by buying Canadian Dominion, 
Provincial or Municipal bonds, but 
could not take advantage of a simultan- 
sous rising stock market in the United 
States. 

One last limitation should be men- 
tioned. Because of the accumulation 
policy, a shareholder’s income and 
profits on the stock he owns are “locked 
in” until he disposes of or redeems his 


shares. If a stockholder, for example, 
should be forced to liquidate his posi- 
tion to settle an estate at a time when 
market prices of Canadian securities are 
temporarily depressed, the net asset 
value paid to him might be lower than 
an earlier net asset value which was in 
part built up by his retained profits. 


Advantages 


But let us conclude on a more posi- 
tive note suggesting some special ad- 
vantages of employing these funds for 
investing in our neighbor to the North. 
Investing in Canada entails certain 
problems which can be handled better 
by professional managers than by an 
individual. These factors can be stated 
as follows: 


1. Adequate information on com- 
panies in Canada is much more difficult 
to obtain than in the United States. 


2. Since securities in Canada are 
often “thin,” efficiency and timing in 
execution of orders are essential. 


3. Certain “rights” offerings are not 
available to American shareholders be- 
cause the Canadian corporations do not 
want to go through the rigors of regis- 
tration under the Securities Act of 1933 
and the various state statutes. A Cana- 
dian investment company has the same 
standing as the ordinary resident of 
Canada and can exercise its rights with- 
out necessitating registration by the 
issuing corporation under United States 
laws. 
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T 
P. MORGAN & CoO. 
INCORPORATED 
NEW YORK 
Condensed Statement of Condition March 31, 1956 
ASSETS 
Cash on hand and due from banks........... $214,634,38 1 
United States Government securities.... 174,244,080 
State and municipal bonds and notes........ 56,018 264 
Other bonds and Securities .........0sscsocrsces 14,489,329 
Loans and bills purchased . os 376,876,486 
Accrued interest, accounts peccivable, ote. oe 3,664,325 
Stock of the Federal Reserve Bank......... 1,800,000 
Investments in Morgan Grenfell § Co. 
Limited, Morgan § Cie. Incorporated, 
and 15 Broad Street Corporation. .......... 1,560,001 
Banking house. : 3,000,000 
Liability of customers on le(ters ; 
of credit and acceptances __ 16,905,014 
$863,191 ,880 
LIABILITIES 
Deposits: U. 8. Government. $ 61,862,466 
All other. sie 672,156,590 
Official checks enietending Ee sngu yatid a aes era cs Rea pa Pica 5,812,023 
$739,831 ,079 
TONE I i iio Saini a ork ware Bachar Daas 25,000,000 
Jecounts payable, reserve for taxes, etc....... 6,180,345 
eceptances outstanding and letters of 
credit issued... sectese ee ante tet Aig 16,983,054 
Capital—300,000 Bares «6 ca ce tec icaener 30,000,000 
Surplus. aah 2 30,000,000 
Undivided pr elite. _ 15,197,402 
$863, 191 880 
United States Government securities carried at $94,759,274 i 
ihe above statement are pledged to qualify for fiduciary powers, t» 
secure public monies as required by law, and for other purposes. 
Member Federal Reserve System 
Member Federal Deposit Insurance Corporation 
MORGAN §& CIE. INCORPORATED 
1j, Place Vendéme, Paris, France 
MORGAN GRENFELL § CO. LIMITED 
i 28, Great Winchester Street, London E. C. 2, England 
a nents a en 
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INVESTMENT COMPANY NOTES 


By HENRY ANSBACHER LONG 


Integrated Mutual Fund Group 
Planned 


AN STRUM AND TOWNE, INC., LONG 
 poteoiat investment counsel firm 
with headquarters on the Pacific coast, 
has disclosed steps taken in the organ- 
ization of a mutual fund complex that 
will include the investment management 
of several open-end companies with di- 
verse investment objectives as well as 
control of a large established mutual 
selling organization to distribute their 
shares. Through the medium of the 
Channing Corporation, a holding com- 
pany originally organized by the prin- 
cipals “of Van Strum and Towne, Inc. 
and currently 45% owned by the firm 
and its officers as individuals, acquisi- 
tion has been made of Institutional Re- 
search, Ltd. which held the management 
contract for the Institutional open-end 
group—the Income Fund, Foundation 
Fund, Growth Fund, Bank Fund and 
Insurance Fund. On December 31, 1955 
this group had total assets of $35.5 
million. 

A year ago through Channing. Van 
Strum and Towne bought control of 
King Merritt and Co. large nation-wide 
distributing organization specializing in 
the sale of mutual funds, which cur- 
rently is retailing 80% to 90% of In- 
stitutional Shares (Hare’s, Ltd. with 
Emlen Hare as President and owner 
presently continues as underwriter and 
wholesaler). Last fall, management and 
underwriting companies for three Ca- 


nadian mutuals—Commonwealth Inter- 
national Corp., Ltd., Balanced Mutual 
Fund of Canada and Leverage Fund of 
Canada—under common control of Hill- 
top Merchandisers, Ltd. of Toronto, 
were purchased. Total assets of these 
companies, with the major portion held 
by Commonwealth, were $16 million at 


the end of 1955. 


The Van Strum firm has had some 
experience with the difficulty a new 
group entering the mutual fund field 
encounters today even though it may 
enjoy an excellent management reputa- 
tion, established over a long period of 
years. At the end of 1952, it assumed 
sponsorship of the Bowling Green Fund 
and a half year later the Technical 
Fund, which became the Van Strum 
and Towne Fund, Inc. Management 
contracts were arranged and a distribu- 
tor, Somerset Securities, was organized 
to underwrite and wholesale shares of 
these two funds with emphasis on man- 
agement. Admittedly there were certain 
additional difficulties to overcome and 
Bowling Green had less than a million 
dollars in assets when sponsorship was 
assumed, but considering the good man- 
agement performance, the period and 
popularity of mutuals as a_ whole, 
shrinkage in number of shares outstand- 
ing was indicative.. Undoubtedly, the 
phenomenal sales record of Investors 
Diversified Services with their several 
funds and own sales force to act as 
retail distributing agent was a potent 








AFFILIATED 
FUND 


A Common Stock Investment Fund 


Investment objectives of this 

Fund are possible long-term 

capital and income growth for 
its shareholders. 


CHICAGO 





Prospectuses on request 


LORD, ABBET?TY & Co. 
63 Wall Street, New York 


ATLANTA 





AMERICAN 
BUSINESS SHARES 


A Balanced Investment Fund 


Company supervises a portfolio 
balanced between bonds and 
preferred stocks selected for 
stability, and common stocks 
selected for growth possibilities. 


LOS ANGELES 








factor in determining the direction jn 
which Van Strum and Towne have now 
decided to move. 


The Bowling Green Fund with year. } 
end assets $24 million and its compan- 


ion Stock Fund valued on December 
31, 1955 at almost $3 million will form 
part of the complex, undoubtedly 
through eventual merger with certain 


of the other funds in the group. So e 
will yet another open-end company — 


Blue Ridge — currently tied to Van 


Strum through a management contract |) 
as well as board membership. Assets of | 


this mutual were $26 million at the end 
of December. Total assets of the entire 
group based on final 1955 prices are 
thus over $80 million. To this must fin- 
ally be added a fund shortly to be of- 
fered by Hayden Stone, domiciled in 
Canada with attendant tax advantages 
and investing on a world-wide basis. 


Atomic, Chemical and Electronic 


Shares, Inc. Offered 


ARTICIPATION IN A NEW MUTUAL 

fund, Atomic, Chemical and Elec- 
tronic Shares, Inc. is being offered 
through Lee Higginson and Co. Objec- 
tive of the company will be long-term 
growth through common stock invest- 
ment in these three fields with at least 
19% of cash and 
governments invested in such industries. 
The remaining 25‘% may be invested in 
companies which, although established 
in other fields, can be expected to de- 
rive substantial revenues from the three 
fields in which the fund is concentrating. 


of assets exclusive 


It has been increasingly apparent that 
recent organization of new funds has 
been confined almost exclusively to the 
investment in the above _ industries, 
which today hold out greatest prospects 
of future growth, or in areas outside of 
the United States with unusual pros- 
pects. As noted in the discussion of the 
new Vance Strum and Towne complex 
it is difficult for a new fund to inter- 
est a large sector of the public in good 
investment management per se through 
the more general distributive channels 
used by the mutuals. 


John M. Templeton, president of the 
investment counsel firm of Templeton. 
Dobbrow and Vance, is also the princi- 
pal officer of this new science fund. 
Templeton Investment Research, Inc.., 
will be the new fund’s investment ad- 
viser and there will also be an advisory 
board of prominent research and indus- 
trial executives whose sole purpose will 
be to consider matters of general policy 
and make appropriate recommendations. 


TRUSTS AND: ESTATES 
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§ After the initial offering of $4 million, 
the fund will be opened and sold as a 
conventional type mutual. Lee Higgin- 
gn will also be wholesale distributor 
ar- during the first half year of conversion 
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an- |S io mutual status. 
ber ff 
rm | California Leads In Purchases 
dly ) Californians, by investing over $200 
ain fF) uillion in mutual funds last year, ac- 
So g counted for almost 18% of national 
—~ FF sles, and again topped the other states 
an |) ofthe country as they had in 1954. New 
ot |) Yorkers were second with 13.7% of 
of | the national total, followed by Pennsy]- 
nd vania, a poor third, with 5.9%. 
= \ The regional sales pattern of 1955 
-. |, shows a close similarity to the trend 
of. established in the previous year. There 
in [) Was only one switch in ranking among 
‘the leading ten states. Massachusetts 
ges ‘i ge ; 
with a gain of 57% in sales over 1954 
moved up to fourth place, while Illinois, 
Dp with a relatively smaller gain of 27.5% 
jover the preceding year, dropped to 
| fifth position. The largest increase in 
AL fF) 1955 took place in New Jersey, up 
ec- FF 605% to $23,450,000. 
red 


ec: | Wellington Tops Half Billion 


i ELLINGTON FUND ASSETS TOPPED 
st Wit half billion dollar mark dur- 
ast Ping the first quarter of 1956. The 27- 
nd vear old balanced mutual now has over 
_ _ 164,000 shareholders domiciled in all 
r 48 states and 36 foreign countries. In 
} number of shareholders the fund ranks 
© |F as eleventh among the country’s corpo- 
_ tate enterprises. 

ng. 


hat Closed-End Funds Boost MIP 


8 Lo SHARES CORPORATION IS 
e 
t the most recent of the closed-end 








Corporation has recently up-dated to 
December 31, 1955, its booklet, which 
is substantially along the same lines as 
the National Shares literature, and Tri- 
Continental Corporation as well as Car- 
riers and General, who apparently were 
the first to appreciate the advisability 
of such literature, have also printed 
current revisions. Adams Express like- 
wise is at work on a booklet which it 
hopes will stimulate the use of its shares 
in the Stock Exchange Monthly Invest- 
ment Plan. 


Over a year and a half ago, it was 
mentioned in this magazine (August 
1954, p. 713) that MIP might be ex- 
pected to reduce closed-end fund dis- 
counts from their asset values. To date 
there has been no evidence of such a 
trend, in fact the discounts are greater 
in certain instances than they were on 
June 30, 1954, after the plan had been 
in operation for a little less time than 
a half year. In the case of Adams, in 
particular, the discount has resulted 
over the last several years in some lively 
discussions at annual meetings. Three 
years ago a group of stockholders was 
defeated in a move to open-end and 
this February a shareholder pressed the 
point that the management should buy 
in more of its own stock at a discount 
for the treasury rather than hazard an 
investment in certain portfolio securities. 
Stimulation of purchase by investors 
through MIP might conceivably be a 
partial solution. 

The following is the MIP account in- 
terest in the above five funds a year 
and a half ago and on Dec. 31, 1955, 
if available, with market discounts from 
asset values at the respective dates. It 
should be noted that there were outside 
factors that may have tended to increase 
the discount during the period, such as 
the exercising of outstanding warrants 
for the purchase of additional shares of 
Tri-Continental and the sale of new 





s+ Ff) investment companies to make available 
7 to the public a booklet descriptive of its 
©" J) operation, the advantages of diversifica- 
‘OS: | tion and the record of a ten-year invest- 
6 ) ment of $100 per month. The Lehman 
ler. Petree eee recon ene eeeeeennenscos= 
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Common Stock Fund, Inc. 


Prospectus on request: 


10 Post Office Square 
Boston 9, Massachusetts 


300 Park Avenue 
New York 22, New York 


8 So. Michigan Avenue 
Chicago 3, Illinois 








and National 


stock both by Lehman 
Shares Corporation. 


Number 
of Plans Discount 
June ’54 Dec. ’55 June ’54 Dee. ’55 
Tri-Continental 
Corp. —...... 396 841 29.44% 39.47% 
Lehman Corp... 107 337 48 11.89 
Carriers and 
General ___. 63 na 19.82 22.86 
Adams Express 29 na 23.10 16.89 
National Shares 
Ci: 21.09 18.21 
Total all closed- 


end companies 895 1,635 


na— not available 


On both the June 30, 1954, and De- 
cember 31, 1955, dates only Tri-Centi- 
nental and Lehman were among the 
favorite fifty stocks generally being used 
in. MIP. Tri-Continental Corporation 
ranked seventh at both periods and the 
Lehman Corporation advanced from 
thirty-first to nineteenth position. 


n — negligible 


Increasing enthusiasm for the peri- 
odic investment plans of the mutual 
funds stands out in marked contrast to 
the cool reception thus far extended 
MIP in general and its use in conjunc- 
tion with closed-end funds in particular. 
During February, 12,648 new plans 
were opened, bringing the total in oper- 
ation at the end of the month to some- 
what over 350,000 accounts. 





HOW YOU CAN GET 
INVESTMENT FACTS 


about 
THESE MUTUAL FUNDS 
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Prospectuses and other information on 
these mutual funds available from local 
investment firms — or circle preference 
above and mail ad with your name and 
address to: TE-2 


HUGH W. LONG ano CO., inc. 


ELIZABETH 3, NEW JERSEY 


eeeeeeeeeeeeeeeee 
eeeeeeeevoeeecoeee8 
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HENRY ANSBACHER LONG INDEX of MUTUAL FUNDS 















Indices are based on fund operation during the period covered and are | 


not a representation of future results. They should be considered in the 


light of the individual companies’ investment policies and objectives 


and the characteristics and qualities of the investments of these companies. 









No responsibility is assumed in so far as compliance with the Statement 


of Policy is concerned for the employment in whole or in 


index by issuers, underwriters or dealers. Principal indices for March 
31, 1955 appear in the April 1955 issue and current income returns 


based on March 29, 1956 offering prices are available 
These will soon be added to a revised short form index. 





part of the 


on request, 
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Reference should be made to the introduc- 
tory article in July 1949 issue, outlining pur- 
poses of publication and considerations in 
selecting stock and cost-of-living averages, 
periods and in interpretation of data. 


I 
12/31/35 


Principal 


6t 7t 16t 17 18 19 
12/30/39 to 3/29/56 Last 12 mo. Div. %| prin. Less 
3/29/56 Net Cum. Cap. 
Principal ita Invest. Cap. | Distr. (Bid) 
Low High Principal | Ine. Distri. 3/29/56 





BALANCED FUNDS 
American Business Shares 
Axe-Houghton Fund “A” 
Axe-Houghton Fund “B” 
Boston Fund 
Commonwealth Investment 
Dreyfus Fund**** (c) 
Eaton & Howard Balanced 
Fully Administered Fund (Group Securities) — 
General Investors Trust 
Investors Mutual 
Johnston Mutual Fund 
Nation-Wide Securities** i 
George Putnam Fund ___. 
Scudder Stevens & Clark _....--- 
Wellington Fund 
Whitehall Fund 
Wisconsin Fund, Inc.*** __. 
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AVERAGE: BALANCED FUNDS -_.___. ad 
STOCK FUNDS 






























































— 65.0 $177.1 176.6 3.36 5.04 114.2 3.48 
— 71.4 %$275.2 274.5 2.60 5.07 202.6 2.74 
a 88.1 $312.5 312.5 2.82 4.50 244.8 3.54 
103.1 60.2 $244.3 244.3 2.66 3.19 198.8 3.11 
106.3 78.5 $299.4 +299.4 3.00 2.90 7248.8 3.57 
— — $286.5 282.8 2.29 7.53 240.0 3.12 e 
114.5 738.6 4265.6 ~265.2 2.86 2.20 ~233.6 3.44 
—_ 69.4 %190.8 190.2 3.37 10.29 144.1 3.29 
110.0 65.2 %187.8 187.3 3.33 3.70 146.7 4.01 
— 78.5  F21IZ2 214.2 3.35 1.60 180.5 3.84 
— — $271.2 4271.2 3.16 3.98 7242.3 3.64 
102.6 59.6 %$179.1 +178.8 3.20 3.24 7144.7 3.77 
— 69.2 $214.8 214.2 2.90 3.84 176.5 3.45 
97.4 80.9 $211.5 7210.6 2.87 4.11 7175.9 3.18 
105.2 75.0 225.4 7225.3 3.03 3.03 7176.4 3.42 
— — 4272.2 7272.2 3.27 5.27 7228.1 3.70 e 
— 65.1 $310.3 309.9 3.13 7.24 217.4 3.34 
239.2 238.7 4.34 183.7 3.46 














Affiliated Fund*** — 50.2 4252.5 +250.9 3.51 4.73 7157.4 
Broad Street Investing Corp. 109.9 60.1 319.1 4319.1 3.54 3.14 4263.9 
Bullock Fund — 109.8 61.0 $311.4 310.8 2.71 3.39 254.4 
Delaware Fund — — 76.1 %$219.8 7219.6 3.03 5.16 7126.8 
Diversified Investment Fund, Inc.*** (c) — — $225.6 224.2 3.98 4,37 193.4 
Dividend Shares 109.0 62.1 %$258.3 257.6 2.89 2.96 211.0 
Eaton & Howard Stock 107.1 62.7 %$376.8 +376.0 2.36 3.37 7323.6 
Fidelity Fund — — $378.2 7375.6 3.50 2.39 7327.9 
Fundamental Investors 105.2 64.8 %411.1 411.1 2.97 3.57 350.1 
Incorporated Investors 103.6 63.9 %t414.7 414.7 2.51 5.70 340.5 
Institutional Foundation Fund —_ — $254.0 253.3 3.19 3.74 195.5 
Investment Co. of America — 50.8 4317.8 7317.8 2.56 5.70 ¥227.1 
Knickerbocker Fund — 69.0 %t146.0 145.9 3.45 7.04 88.3 
Loomis-Sayles Mutual Fund (c) —.--___. 72.4 74.2 $243.2 243.2 2.76 5.62 162.5 
Massachusetts Investors Trust 110.7 50.7 $344.5 +340.7 3.43 2.42 7316.0 
Mass. Investors Growth Stk. Fund — e 114.2 57.4 $857.7 356.9 1.92 5.57 293.5 
Mutual Investment Fund (c) 129.7 56.1 $216.8 216.6 2.74 3.42 173.7 
National Investors —_ 60.7 %391.6 +391.6 2.30 5.46 +307.0 
National Securities — Income*** (c) —_. — 66.0 $147.3 147.1 4.60 2.16 125.9 
New England Fund (c) 117.4 61.4 $202.2 202.1 3.49 7.16 149.7 
Selected American Shares 123.8 60.9 %266.7 7265.7 3.06 6.02 7199.6 
Sovereign Investors - — 62.5 $205.3 +204.7 3.25 2.29 7174.7 
State Street Investment Corp. 92.8 60.7 %$312.0 310.8 r2.44 7.95 205.7 
Wall Street Investing Corp. (a) — — $842.0 $342.0 2.81 2.01 327.4 
AVERAGE: STOCK FUNDS 108.1 63.2 299.5 298.8 2.90 4.48 234.6 
90 STOCK INDEX (Standard & Poor’s) _........... 106.7 59.3 388.1 385.0 — — ao 
CONSUMER PRICE INDEX (B.L.S.) — — n99.7 =—-n193.6 — — — os 









































Base index number of 100 is the offering price on Dec. 30, 1939. 


COL, 6, 7, and 16 arrived at as follows: To the bid prices at the respective 
dates indicated are added all capital distributions to such data and the re- 
sultant sum is divided by the 1939 base offering price. 


COL. 19 represents the current month-end bid (col. 16 less all capital distri- 


butions) divided by the 1939 base offering price. 


INCOME PERCENTAGE includes only those dividends paid by the com- 
panies out of income earned from dividends and interest on their portfolio 


securities (excluding all capital distributions). 


COL. 17 represents figure obtained by dividing such dividends accruing over & 
the annual period ending with the stated date by the average of the twelve 


month-end offering prices ending on the corresponding date. 


CAPITAL GAIN DISTRIBUTION column (18) represents percentage of & 
distribution, if any, from capital gains or any other source, for the current : 


annual period. 


COMPANIES ORGANIZED AFTER 1939 are given an initial index number 


on the date they commence business equal to the average of 
or balanced funds in existence at the time. 








all those stock 








n—new revised series adjusted to Dec. 1939 base. 

r—plus rights. , ; ; 2 

(c)—regrouping awaits new detailed classifications. 
New England a flexible fund with current 
balanced policy. ae 

(a)—Does not reflect new acquisition cost. 


398 


t—Adjustment for capital gains tax will be made in 
revised index. 

+Ex-dividend current month. ; 

tHigh reached current month. 

@Principal index begins after 1939 base date. 





Trusts AND ESTATES 


**Became Balanced Fund in 1945. 
***#Not included in balanced or stock average. 
****Name changed from Nesbett Fund. 


COPYRIGHT 1956 BY HENRY ANSBACHER LONG. 
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FOR SIXTH CONSECUTIVE YEAR 
48 
2.74 ° e ® 
ad Sinclair Sets New High R d 
a inclair Sets New High hecoras 
3.12 @ 
3.44 
3.29 
i : In 1955, Sinclair Oil Corporation and subsidiaries, for the 
a ° sixth consecutive year, set new high records in: 
fd 
45 F ’ 
18 I) Production of crude oil 
9 
— ‘ 2) Pipeline and Marine Transportation 
nid 3) Volume of crude oil processed at 7 domestic refineries 
-_ 4) Sales of petroleum products | 
01 4 . ‘ im ~ - 29 . 
2 )6ClUdi Net income was $80,709,954, a gain of 8.1 per cent ever 1954's earnings 
_ of $74,623,256. 
69 @ 
on The quarterly dividend rate was lifted in October, 1955 from 65 cents 
eo ok to 75 cents per share. 
Ol 
aor a . 
AT °F Long term debt was reduced by $74.5 million to $248.7 million. Ratio 
2606 ; ; i 
49 of long term debt to total borrowed and invested capital has been re- 
90 OF ' . - 96 
15 { duced from 36 per cent to a present figure of 22 per cent. 
51 ' 
69 } 
9 « . . . - 
— Production of crude oil and other liquid hydrocarbons averaged 155,861 
‘75 barrels daily, up 7.5 per cent. The vigorous program of exploration 
he ) . . . r . ‘ . 
55 and production in the United States, Canada, off-shore, Venezuela 
75 E : coos , ~ 
5oe — and elsewhere is continuing in 1956. 
A8 
=e Significant improvements in processes and products emerged from the 
—— fj Company’s Research Laboratories at Harvey, Illinois and Tulsa. 
q Oklahoma. 
og bee Copy of Annual Report on request 
ntage of 
> current 
aie SINCLAIR 
ose stock FF 
e © 
——F A Great Name in Oil 
rage. 
. cae SINCLAIR OIL CORPORATION -: 600 FIFTH AVENUE, NEW YORK 20, N.Y. 
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YEAR OF GROWTH... 
FURTHER DIVERSIFICATION 


To The Diamond Match Company the record of achievement in 
1955, when its sales reached an all-time record of $128,839,000, is 
already history. Of significance, however, are certain developments 
which chart Diamond’s future course. 





One of the most important moves in its 75-year-old history was 
acquisition of General Package Corporation in mid-1955. .General 
Package, with its leadership in retail egg cartons, and Diamond, 
with its packaging products for meats and other perishable foods, 
make the “team” the largest producers in the molded pulp pack- 
aging field. 
































Diamond has shown a profit every-year since 1882 and has paid a 
dividend in every year. Quarterly dividend rates now in effect are 
50 per cent over those paid a year ago. There were 15,400 share- 
owners at the end of 1955, 1,850 more than at the end of 54. 
Working capital at December 31, 1955 included approximately 
$31,500,000 of cash and equivalents. 


Large timber reserves from Maine to California, acquired early 
in this century, stand firmly behind Diamond’s progress. Sales 
through its 106 retail lumber yards in 55 were highest in history. 
And, Diamond maintained leadership in its pioneer field, the match 
industry . . . although matches now are but 17 per cent of diversi- 
fied Diamond’s sales volume. Sales of other woodenware items 
like spoons, forks and clothespins remained stable. 


With the accent on research, new product development; merchan- 
dising and still further diversification, Diamond celebrates its 75th 
anniversary .. . still on the move. 





A copy of the 1955 Diamond Annual Report, describing Company 


operations and outlook, is available on request. 


6 kA NPLSELG CEIDISRSE (2  E Sode 


1955 1954 
Net Sales . . . . . « « « « $128,839,000 $123,566,000 
Net Income. . . . . + «+ « « « 9Y,108,000 7,622,000 


PER SHARE OF COMMON STOCK 
Net Income Less 
Preferred Dividends . . .... .'s $3.02 $2.44 


Dividends Paid . . . . « « © © «© « 1.50 1.20 














Working Capital . . . . . . we « $20.49 $20.44 
All Other-Assets . . . . .. .. . 411.67 11.21 
Total $32.16 $31.65 


Less Notes Payable 
and Preferred Stock . . . .. 2... 8.16 9.01 


Book Value—Common Stock . . . . . $24.00 $22.64 


The statements and condensed facts published above are for general information and are not 
intended for use in connection with any purchase or sale of, or any offer or solicitation of an 
offer to purchase or sell, any securities. 


THE DIAMOND MATCH COMPANY 


122 East 42nd Street, New York 17, N. Y. 
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A FOREST INDUSTRY TO SERVE YOU 


TRUSTS AND EsTATES 
















HE “INSURANCE PROBLEM IS ONE OF 
Ta. non-technical difficulties of the 
fort to build profitable power plants 
i use uranium or its offspring, pluton- 
ium. or its brother-in-law thorium, as 
uelenergy sources for the insatiable 
U.S. electric industry. 


The “insurance problem” has been 
lurking in the shadows of the atomic 
development structure for several years. 
lt was given a constructive brush-off 
last year by H. R. Searing, President of 
| Consolidated Edison of New York, who 
I led off the now massive program of the 
dectric industry with a blunt announce- 
ment to the Joint Congressional Com- 
) mittee on Atomic Energy in February 
| 1955 that his company was going to 
‘ build a nuclear power plant without 
any government financial aid and in 
spite of the insurance problem. 


nese ODS 


<n 


Nios avons 


Mr. Searing said, in effect, that the 
insurance problem was going to be 
solved because it had to be solved and 
that Consolidated Edison figured the 
problem would be solved before the 
company could build its uranium-thor- 
| lum-oil-fueled power plant and get it 
_ into operation. 





His “damn the torpedoes” attitude, 
with respect to both the insurance prob- 
lem and the decision of his company to 
go ahead on its own, was highly ap- 
pealing to the Joint Committee mem- 
bers, who, in amending the Atomic En- 
ergy Act, had taken industry’s word 
that it was ready for more opportunity 
and responsibility than it had under 
the original law. 















But the work done in the past year 
has brought the companies sponsoring 
the big nuclear power projects to the 
point where they can no longer ignore 
the possible torpedoing effect of unde- 
lerminable liability for damage result- 
Ing from a serious accident which 
might spew radioactive material consid- 
erably beyond the bounds of the com- 
pany’s own real estate. 
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NUCLEAR ENERGY REPORT 


Developments of Investment and Commercial Interest 


A slight sentiment “on the Hill” in 
Washington that the insurance problem 
was some kind of bogey, or at worst, 
in some quarters, an alibi, was drained 
away and disposed of by another wit- 
ness for the electric companies as plain- 
spoken as Mr. Searing when Philip 
Sporn outlined the problem in testi- 
mony before the Joint Committee last 
month. 


Mr. Sporn, who has a unique stature 
before the Committee because of the 
performance of American Gas & Elec- 
tric, of which he is President, in build- 
ing coal-fired power plants to supply 
AEC’s U-235 production unit at Ports- 
mouth, O., told the Committee that the 
Nuclear Power Development Group, of 
which A.G.&E. is a member, was spend- 
ing at the rate of $750,000 a month on 
the Group’s nuclear power project near 
Chicago. 

He said he and his associates were 
beginning to question just how long 
they would be justified in spending this 
money in the absence of any assurance 
that when the plant is completed they 
would be able to obtain adequate in- 
surance protection against the liabili- 
ties which might be involved in case of 


“ey 


INSURANCE SOLUTION NEAR 


EDWARD R. TRAPNELL 


Associated with Bozell & Jacobs, Inc. 


an accident, remote as the probabilities 
appear to be. 

Congressman Mel Price, a member of 
the Committee from Illinois, had intro- 
duced a bill for a type of government 
re-insurance, whereby in the extreme 
case of a reactor accident, special gov- 
ernment funds would be available to 
meet above and beyond the 
amounts provided through private in- 
surance channels. The effect of Mr. 
Sporn’s testimony was to give the Price 
Bill a high: priority in the order of 
business of the Committee. 


The Committee subsequently con- 
vened a two-day advisory seminar of 
representatives of the insurance indus- 
try, the power industry, the nuclear 
power equipment suppliers and AEC. 
The consensus was that something had 
to be done about the insurance problem, 
that the insurance industry was ready 
to do a substantial part, and that gov- 
ernment back-up would be necessary 
because of inability to foresee the ex- 
tent of the liability which might result 
from a reactor accident. 


claims 


Only the details remain to be worked 
out. Legislation can be expected before 
Congress adjourns. The insurance in- 
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First exhibit of the Nuclear Products Department of Thompson Products, Inc., was 
at International Atomic Exposition, held in Cleveland December 12-16. Twenty-six of 
nation’s leading engineering and scientific societies sponsored exposition. 
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Canada -Wide 


Trust Service 


A staff fully experienced 
in ancillary administration 
is at your service. 


With offices and agencies 
across Canada we provide 
quick action based on a 
thorough knowledge of local 
conditions. 


GUARANTY 
TRUST 


Company of Canada 


Toronto Montreal 

Windsor Niagara Falls 

Sault Ste. Marie 
Vancouver 


Ottawa 
Sudbury 
Calgary 

















EQUITABLE 





Ist in Delaware 


Equitable Security Trust Company 
is known as Delaware’s first trust 
company—first in history and first 
in modern, specialized trust depart- 
ment facilities. Estate settlement 
and trust administration have been 
our daily business for more than 70 
years . . . your assurance that you 
and your customers receive efficient, 
economical, complete service. 


Main Office: 901 Market Street 
Wilmington, Delaware 


dustry has already indicated its willing. 
ness to provide up to $60 million in pro- 
tection, giving rise in Washington to 
the remark that the government would 
issue a “sixty-million dollar deductible” 
policy on nuclear power plants. The 
probability is the legislation will put 
a limit of, say, $500 million on govern- 
ment liability but the “insurance prob- 
lem” should be effectively removed from 
the path of the nuclear power developers. 


In any discussion of the hazards of 
nuclear reactors, it is important to point 
out that the types of accident which 
might occur do not include nuclear ex- 
plosions of the nature of an atomic 
bomb. A reactor cannot explode like 
a bomb, but it could overheat to the 
extent that the structure would collapse 
and the containing vessels rupture. The 
explosive effect would be of the same 
order of magnitude as a boiler explo- 
sion, but the extraordinary hazard is 
due primarily to the radioactivity in 
the vapors and debris. 


A Lawyer Looks at Atomic 
Energy Information Control 


A penetrating analysis of the ques- 
tion of government control of informa- 
tion in the atomic power field is con- 
tained in the Atomic Power Develop- 
ment issue of the Duke University Law 
School publication, Law and Contem- 
porary Problems. The article is by Har- 
old P. Green, a practicing attorney in 
Washington and former member of the 
legal staff of the Atomic Energy Com- 
mission. 


“If the present statutory scheme (for 
information control) is continued,” 
says Mr. Green, “the growth of atomic 
energy out of infancy to full maturity 
is likely to have a profound effect upon 
many of our basic economic institutions 
and upon the long-term economic and 
political structure of American society.” 


Pointing out the fact that the devel. 
opment and utilization of atomic en. 
ergy are dependent upon access to class. 
ified technology controlled by the 
Atomic Energy Commission for reasons 
of national defense, Mr. Green writes: 


“Through its control over access to 
information, the Commission can con- 
trol entry of firms into the industry, 
relative competitive positions of com- 
peting firms, and proprietary interest 
in ideas. Even the very study and 
analysis of a ‘situation’ by a firm to 
decide whether its resources should be 
committed to certain uses may require 
the Commission’s approval.” 

Mr. Green sees a major problem in 
the inequities which result from the fact 
that one group of companies has the 
advantage of years of government con- 
tract operations while another group 
may have started almost from scratch 
after the law was changed. He acknowl- 
edges the inevitability of these initial 
inequities but says, “AEC’s approach to 
information control does not reflect any 
consideration of the problem of these 
initial inequities, which, in any event. 
may be insoluble.” 


But the new program of access to 





Artist’s conception of a partial cutaway of the Army Package Power Reactor that ALCO 

Products, Inc. is building at Fort Belvoir, Va., for the Atomic Energy Commission. The 

2,000-kw pressurized-water type reactor plant is designed so that its major components 

may be carried by air anywhere in the world. The plant is expected to be in operation 
within a year. 
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of power reactor design. The plant was 

originally proposed as a “demonstra- 

lion” reactor a year ago but was not FULLY EQUIPPED TRUST DEPARTMENT OFFICES STRATEGICALLY 

approved on first submission, reportedly LOCATED IN 27 CALIFORNIA CITIES SERVE YOU STATEWIDE 

because it was too much like the plant 

being built by Duquesne Light Co. and *seseeeeesesensnennesenenenn eens eee e ene sees eeeeseaseneen 


Westinghouse for AEC at Shippingport, 


& Penna. BAKERSFIELD OAKLAND SAN FRANCISCO 
As finally worked out, the New Eng- BEVERLY HILLS PASADENA SAN JOSE 
land project appears to have the lowest CHICO POMONA SAN MATEO 
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r pressures. Total cost is $26 million. 









AMF Atomics Gets British Partner 


a Atomics, Inc., subsidiary of D A eo 

merican Machine & Foundry Co., and k { 

Mitchell Engineering, Ltd., of London, out ut Mterira 
have entered an agreement for joint NATIONAL 5; AVINGS ASSOCIATION 


operations in building nuclear power MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
Plants in foreign fields. Mitchell is 
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working on British nuclear power plants 
and the combination gives both part- 
ners additional technical resources and 
gives AMF a new entré throughout the 
British Commonwealth. 


Nuclear Furnace Proposed 
To Heat Capitol 


An engineering study of the feasi- 
bility of building a nuclear reactor : 
provide power and heat for the U. 
Capitol was proposed in bills intro- 
duced by Senator Clinton P. Anderson 
of N. Mex., Chairman, and Rep. Ster- 
ling Cole of New York, former chair- 
man, of the Joint Congressional Com- 
mittee on Atomic Energy. 


The sponsors of the proposal say 
the preliminary estimates make the 
idea appear “feasible and _ practical,” 
as well as economical. The reactor 
would produce heat for wintertime and 
electricity for air conditioning in ‘the 
summer. 

A A A 


@ Hundreds of teachers will work for 
industrial concerns and scientific labora- 
tories this summer. The National Science 
Foundation, aided by private foundations 
and industry, is helping to bridge the 
gap between classroom theory and the 
practical world. 
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ECONOMICS OF CAPITAL 


The effect of automation on the indi- 
vidual worker offers a fine subject for 
a current advertisement of Union Oil 
Co. which presents the comments of Rob- 
ert Angell, a workman who says that “I 
work for the most ‘automatized’ industry 
of them all — petroleum,” and gives fig- 
ures on the changes in company invest- 
ment, employment and productivity com- 
pared with 1925. While it seems obvious 
that Mr. Angell was supplied with the 
figures by the Company, they are still 
pretty convincing on the side of improved 
conditions, showing more employment 
along with both greater plant investment 
and productivity. The clinch line — with 
Angell’s picture — is “My pay is up 
288%. If this is automation, I’m all for 
ag 


The sound basis of present prosperity 
is discussed in a Republic Steel ad which 
gives credit to both government and busi- 
ness for a successful transition from a 
war to a peace economy. “Better living 
has taken up the slack” it points out, and 
cites some of the improvements in the 
average family living. “That’s the dy- 
namic American standard of living based 
upon business prosperity. The magic be- 
hind it all? It’s a precious extra you 
enjoy — a system dedicated to you and 
your well-being. A system made amazing- 
ly productive by confidence in the present 
and in the future. This is the heart of 
the new prosperity — the special kind of 
true solid prosperity — America now en- 
joys. And which so much of the world 
envies and wants.” The ad is illustrated 
with pictures of five steel uses which 
benefit family life, each with its own de- 
scriptive paragraph. 








q 


“Planning ahead to serve an expand 
ing America” — the theme of a Genera 
Electric ad sets forth “a summary of 
progress reported fully in our 1955 Ap. 
nual Report.” Four successive para. 
graphs comment on a better living pro. 
gram for employees, decentralization of 
Company organization, new plants and 
facilities in 28 states, and new products 
from research, engineering (“Over 70,000 
GE employees today are working on 
products we didn’t make in 1939.”) The 
ad describes the Company’s 355,000 own. 
ers as follows: “More than half of the 
individual owners are women .. . 50,000 
owners are General Electric employees, 
(Another 65,000 employees are becoming 
owners) . Millions of families indi- 
rectly own shares in General Electric 
through their insurance policies, savings 
banks, pension plans, mutual funds, trust 
accounts and other investments.” 


A A A 
Executive Development 
































@ Steps to develop executive talent are 
being taken by a growing number of 
companies. While a key man may be 
enticed from another firm at a price, the 
widespread demand for executive talent 
requires training programs, and there 
is a growing realization that training 
should be aimed at all management levels. 
“In the long run, the real competitive & 
advantage one company can hold over 
another is in its management group,” E. 
H. Reed, International Harvester Co.'s F { 
manager of education and personnel has 
said. An extended summary of training fF 
programs now in use by more than a 
dozen corporations was reported by Ray F 
Vicker in the February 21 Wall Street © 
Journal. 











In Rhode Island | 
Umericas Second Oldest Bank ' 

is the 
Largest Financial Institution 


Whatever your banking require- 
ments, Industrial National is well 
able to serve you efficiently. 
Complete Commercial, Trust, and 
Foreign Banking. Your inquiries 
are solicited. 


Industrial 


NATIONAL BANK 


Umericas Second Oldest Bank 














Pi woonsccner (2) 
x PASCOAG | 
CENTRAL FALLS 
CENTREDALE *” PAWTUCKET (2) 
rroviornce @ r EAST PROVIDENCE (2) 
(10 offices) 
GARDEN City m\ go 
P Va WARREN 
ENIX 
arctic PE, Mn! 
APPONAUG ps ral 
EAST carenwich 
wiexFono ye 
(\\ 
WAKEFIELD (2) ie ox/ 
NARRAGANSETT AR” 
' WESTERLY 


SERVING RHODE ISLAND 


Member Federal Reserve System 
Member Federal Deposit Insurance Corp. 


— 












Trusts AND. ESTATES 






2xpand 
Genera 
lary 9 
155 An. 

para. 
ng pro. 
tion of 
its and 
roducts 
r 70,000 
ing on 
”) The 
)0 own. 
of the 
50,000 
ployees, 
coming 
Ss indi- 
“lectric 
savings 
S, trust 














: 


ant are 
ber of 
nay be 
ice, the 
- talent 
| there 
raining 
; levels. 
netitive 
d over 
up,” E. 
r Co.’s 
nel has 
raining 
than a 
yy Ray 
Street 


p. 


STATES 



































\RIZONA PUBLIC SERVICE CO. 
by WALTER T. LucKkiNc, president 


i) New York Society of Security 
Analysts, Mar. 28. 


Substantial growth reflecting rapid 
apansion of industry, agriculture and 
population has been the record in 1945- 
35. Customers increased from 114,000 
0 272,000: plant investment from $25 
nillion to $143 million; total revenues 
t0 $39 million from $9 million in 1945. 


“We can look for a continued steady 
increase the company’s and _ the 
ates economy during the next several 

§ years.” Arizona’s population has reach- 
ied 1,040,000, more than double 1945 
| ind tourist expenditures have grown 
» {rom $40 million to $175 million in this 
period. 


in 


he es 


The company, as a member of the 
Rocky Mountain Nuclear Power Study 
Group and the Association for Applied 
Solar Energy, is participating in stud- 
ies of practical applications of these new 
) energy sources. 
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THE CHESAPEAKE AND OHIO 
RAILWAY 


by WALTER J. TuoHy, president 


ESS DA bah SU HEI 


to New York Society of Security 
Analysts, Mar. 9. 


“What makes C &O grow,” was ex- 
plained by five current factors: indus- 
try development in the area; growth of 
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the carrier's plant and equipment lead- 
Ing to 100% dieselization; special sales 
» ‘taining to coal traffic and passenger 
) salesmen and an overall program to 
| make its 30,000 employees sales-mind- 
5 ed; research and development work in- 

volving $2 million expenditures annu- 
j ally which have produced such inno- 
} Yations as Railvan, applications of Uni- 
| ‘aC computer systems to railroad paper 
j Work, the Abbott tie puller; the ren- 
aissance of coal and its bright future 


with projected doubling of production 
by 1975. 
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MANAGEMENT SPEAKS... 


Abstracts and quotations from recent talks by the top 
management of companies whose securities are of interest 
for trust fund and other institutional investors. 


O. ROGERS FLYNN, JR. 
Contributing Editor 





Business forecasters at one time gave 
heavy weight to operational statistics of 
rail carriers. Time lags in reporting, 
growth of truck transportation and in- 
creasing reliability of national income 
measures such as “disposable income” 
have curtailed the use of “car loadings” 
as a measure of business activity. Never- 
theless, the activity of the rail carriers 
is related directly to the level of gen- 
eral business, so that reliable forecasts 
of rail carrier revenues have predicative 
usefulness. 


How reliable are the judgements of 
rail managements as to the future? Are 
such judgements colored by the desire 
for upward rate adjustments? Top ex- 
ecutives of important carriers look for 
little better results in 1956 than were 
shown in 1955. Rate increases, many rail 
leaders state, are not quite sufficient to 
cover expected increases in the wage 
bill and other costs. 





1955 was the best year in C & O his- 
tory, with earnings a record $7.25 a 
share and dividend increased to $3.50 
a year. “We feel that dividend is solid.” 


CHICAGO, ROCK ISLAND & PACIFIC 
RAILROAD 


by JoHn W. BarriceER, vice-president 


to New York Society of Security 
Analysts, Mar. 16. 


“Rock Island is now a financially and 
physically strong property, adequate to 
service and traffic needs of its territory 
and as intensively modernized and de- 
veloped as judicious use of capital will 
permit in relation to current business.” 


COLORADO FUEL AND IRON 
CORPORATION 
by ALWwIn F. FRANz, president 


to New York Society of Security 
Analysts, Mar. 5. 


Plant modernization and development 
will take $23 million in the fiscal year 
ended June 30, 1956. $99 million was 
expended for expansion and modern- 
ization in the 10 years ended June 30, 
1955. Ingot production now totals 2.8 
million tons. 











Sales of $325 million and net income 
of $16 million were forecast for fiscal 
1956 to provide earnings of about $4.75 
a share. Both sales and earnings will 
set a new high. 


COMMERCIAL CREDIT COMPANY 

by Epmunp L. Grimes, president 

to New York Society of Security 
Analysts, Mar. 1. 


Earnings for 1955 were largest in 
history at $5.22 a share vs. $4.86: in 
1954. 

With regard to the future outlook: 
“In the consumer finance field we see 
nothing but continued growth . . . pred- 
icated on the certainty of population 
growth, increased income in the family 
group and the advantages of the auto- 
mobile and modern appliances. . .” 


“With respect to (our) manufactur- 
ing companies there is no definite plan 
as to further acquisitions. . .” 


DIAMOND MATCH COMPANY 
by Ropert G, FarRBURN, president 


to New York Society of Security 
Analysts, Mar. 27. 


An unbroken dividend record since 
1882, no reduction in regular quarterly 
dividend since 1918, a 50% increase in 
regular dividend in 1955 to an annual 
$1.80 a share are investment attributes 
of this integrated processor of forest 
products. 


With an annual cut of timber in Cali- 
fornia of $2 million as against a negli- 
gible book value of pine lands owned 
in fee, Diamond has a substantial com- 
ponent of its $9.1 million of earnings 
on a capital gains taxation basis. The 
annual cut from its 220,000 acres does 
not exceed annual increment by careful 
timber farming. - 

Matches account for about 18% of 
the annual sales of $129 million. Mould- 
ed pulp and food packaging, including 
the business of General Package Corpo- 
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ration acquired with stock in 1955, pro- 
duce 28% of sales and commercial 
lumber sales 20%. The company’s chain 
of building materials stores in New 
England and California produce 28% 
of sales and miscellaneous wooden 
ware specialties about 6%. 


Secondary’ processes of lumbering 
and wood processing to produce wood 
fibre products are increasing the yield 
of forest lands by permitting cutting 
and utilization of small trees and reduc- 
tion of cutting wastes. 


HARRIS-SEYBOLD COMPANY 
by Georce S. DIvELEY, president 


to Cleveland Society of Security 
Analysts, Mar. 14. 


During the past 10 years, sales rose 
from $9 million to $37 million, earn- 
ings from $338,000 to $3 million and 
book value from $8.10 to $39.96 per 
share. For the year ending June 1956, 
earnings are estimated at $4.00 a share, 
up from $3.96, on total sales of around 
$40 million. 


75% of the Company’s business is in 
color presses for the printing trades. 
New applications have been developed 
for lithographing multi-colored tin plate 
for the rapidly growing metal container 
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industry. Other products in advanced 
development stages are a “web” offset 
press that will print from rolls for mass 
production and a photo typesetter to 
replace “hot metal” typesetting. 


The Company plans to expand 
through acquisition of related product 
companies as well as through product 
development. In January, Lithoplate, 
Inc. of Los Angeles, a manufacturer of 
presensitized offset plates, was absorbed. 


THE HECHT COMPANY 
by SAMUEL M. Hecurt, chairman 


to New York Society of Security 
Analysts, Mar. 19. 


Suburban store development which 
doubled selling space was responsible 
for the 74% growth in sales from 1947 
to 1955 to volume of $113 million. $26 
million was spent for expansion of facil- 
ities. 

1956 continuation of the upward 
trend of sales and profits should be 
supported by expansion in the Balti- 
more area and doubling of parking 
capacity in the Washington main store 
garage. 

Hecht is now the 13th largest retailer 
in the nation with 14 stores in Wash- 
ington, Baltimore and New York with 
total assets of $78 million. 


MOTOR WHEEL CORPORATION 
by M. F. Cores, president 


to Los Angeles Society of Security 
Analysts, Feb. 29. 


Although pleasure car sales will be 


down from the all-time 1955 high, pre. 
dictions are for the second biggest pro. 
duction year in history. Some sources 
look for record truck sales in 1956, 


Manufacture of wheels is still the 
major business and the company sup. 
plies about 30% of industry needs, 
Appliances for spaceheating and power 
lawn mowers are important supplemen. 
tary products. Shell cases are produced 
for the Army. 


Earnings for 1956 are forecast to 
match 1955 when earnings of $1.7 mil. 
lion were reported on a sales volume of 
$54 million. 


NATIONAL STEEL CORPORATION 
by Ernest T. Weir, chairman 


to New York Society of Security 
Analysts, Mar. 22. 


Mr. Weir makes a strong plea for 
larger steel company earnings to pro- 
vide funds for expansion of capacity. 
The industry can extend present facili- 
ties by additional integrated capacity 
of 18.5 million ingot tons at a cost of 
from $150 to $250 a ton. After that, 
new plants at existing or new locations 
will cost $300 or more a ton of integra- 
ted capacity. Net book value of exist- 
ing ingot capacity averages about $60 
a ton and security market valuation for 


the major producers averages about & , 


$78 a ton. 


National’s chairman emphasizes the 


difficulties of financing additional ca- 
pacity unless aided by substantial reten- 
tion of earnings and accumulated de- 
preciation. The steel industry has pro- 
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vided insufficient depreciation: “Take 
wir own situation . last year we 
darged off $40 million. Yet to replace 
ihe property covered by the charge over 
ihe period will take a minimum of $60 
million per year.” 


He summarizes his case for larger 
amings, ° . it is only the people 
now in the steel business who can pro- 
vide for increasing demand. They can 
jo so only if they can get proper fi- 
nncing through having earnings that 
iustify the buying of steel securities on 
the part of the public. . .” 


THE OHIO OIL COMPANY 
by J. C. DoNNELL II, president 


i) New York Society of Security 
Analysts, Mar. 8. 


Entry into foreign exploration in 
conjunction with other companies has 
been the most significant change in 
recent policies. Interests are now held 
in concessions covering more than 173 
million acres in Africa, 4.4 million 
acres in Canada and applications are 
pending for concessions in Venezuela 


and Guatemala. 


Mounting costs of discovering and 
leveloping new reserves in the U. S. 
nas been a factor in growing emphasis 
m foreign exploration, while expanded 
lomestic exploration programs are 
maintained. Annual expenditures for 


; exploration and development were about 


$51 million in 1955. Expenditures in 
foreign areas have grown from 3% to 
about 15°% of this total and should be 
substantially higher in 1956. 


OKLAHOMA NATURAL GAS CO. 


by H. A. Epktns, president, and 
associates 


to New York Society of Security 
Analysts, Mar. 14. 


The company expects to spend $51 
million on new construction during the 
next 5 years. To retire existing bank 
loans of $1314 million, $10 million of 
first mortgage bonds will be placed 
privately. Funds for new construction 
are to be provided by sale of preferred 
stock in 1958 and first mortgage bonds 
in 1959 to supplement cash obtained 
from earnings, depreciation throw off 
and limited amounts of bank loans. No 
additional common stock is to be 
offered. Per share earnings should reach 
$2.00 compared with $1.82 for last year. 


PENNSYLVANIA RAILROAD CO. 
by Davip C. BEvAN, financial vice 
president 


to Financial Anlysts of Philadelphia, 


Mar. 30. 


Although earnings are down $867.- 
000 in the first two months of 1956, 
for the twelve months the country’s 
largest railroad should match 1955 earn- 
ings. $3 million of current year’s earn- 
ings will depend upon May 1 approval 
of passenger rate increases. 

Debt reduction in 1956 will be some- 
what less than the $45.5 million ex- 
tinguished in 1955. Earnings were im- 
proved in 1955 by $4 million, or 30 
cents a share, as a result of reduction 
in fixed charges. 


Truck train service produced $5.7 
million in 1955 and is expected to 
double this year as more truck trailers 
move on flat cars. 


READING COMPANY 
by J. A. FisHEr, president 


to New York Society of Security 
Analysts, Mar. 23. 


1956 earnings of $10.7 million are 
forecast, equalling 1955, which provides 
over twice fixed charge coverage and 
common earnings of about $5. 

Higher costs of $6.5 million, primar- 
ily increased wages, will be offset in 
part by $434 million additional freight 
revenues from increased rates effective 
March 7. For Reading this increase 
represented about 5% on an overall 
basis. 

Since World War II $150 million has 
been spent for new equipment and bet- 
ter roadway but mortgage and equip- 
ment debt at the end of 1955 stood at 
only $130 million. 


SOUTHWESTERN PUBLIC SERVICE 
CORPORATION 
by H. L. Nicuots, chairman of board 


to Various Societies of Security 
Analysts. 
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During the past 12 years of rapid 
expansion with large expenditures for 
construction, the Company has made 
1l1 increases in regular common divi- 
dend rate. 


Fixed charges and depreciation on 
reserve generating capacity has regis- 
tered a temporary downswing in earn- 
ings from $1.54 in the year ended 
August 1955 to $1.51 for the 12 months 
ended February 29, 1956. Budgeted 
earnings for fiscal 1956, however, ex- 


ceed $1.60 a share. 


For the calendar year 
54% 


1955 about 
of dividends were non-taxable. For 
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1956 about 46% will be non-taxable, 
with decreasing but substantial percent- 
ages through 1960 having like status. 


. Arrangements for hooking in high- 
load industrial customers are scheduled 
for the next six months involving addi- 
tional gross revenues of $1.2 annually. 


Fuel costs (natural gas) under the 
10 base load power plants of the sys- 
tem increased 77% in the 10 year pe- 
riod 1945 to 1955 but fuel costs per 
KWH generated increased only 14% 
reflecting larger, more efficient genera- 
ting units. 


TAMPA ELECTRIC COMPANY 


by W. C. MacInnes, president 
to New York Society of Security 


Analysts, Feb. 29. 


Earnings of $1.63 a share for the 
current year are predicted compared 
with $1.37 reported in 1955. The rapid 
growth of the West Coast has doubled 
load in the past 5 years, with further 
doubling seen in the next 5 years, based 
upon average rise of 33,000 new cus- 
tomers a year plus new uses. 


TEXAS COMPANY 
by Aucustus C. Lone, president 
to Investment Analysts Society of 

Chicago, Mar. 19. 

Higher earnings than the $2.04 in 
first quarter 1955 are predicted for 
this year’s quarter. 

With an estimated increase of 4% in 
domestic use and 10% in foreign con- 
sumption a good year for the industry 
is expected. 


TRANSCONTINENTAL GAS PIPE 
LINE CORPORATION 

by Tom P. WALKER, president 

to New York Society of Security 
Analysts, Mar. 7. 


A program to increase capacity by 
105 million cubic feet will bring total 
daily capacity to over 800 million cubic 
feet. Facilities for delivery of an addi. 
tional 80 million cubic feet will be com. 
pleted this year with 25 million in 1957, 


Financing will involve $54 million of 
which $14 million has already been pro. 
vided under bank credit agreement of 
1955, the balance to come from corpo. 
rate funds and additional bank loans, 


Long-term financing to fund bank 
loans has been scheduled for this May 
when $40 million bonds will be sold, 
followed by $20 million debentures in 
November. Additional common 
may be sold but with only slight dilu- 
tion of present share earnings. 


It is expected that outstanding bank & 
loans at the end of 1956 will total $33 
million vs. $48 million at the end of 
1955. Earnings of about $1.23 a share 
are predicted for 1956. 


UNION PACIFIC RAILROAD 

by A. E. Stopparb, president, and 
associates 

to New York Society of Security 
Analysts, Mar. 28. 


Net income from transportation for 
the first two months of 1956 surpassed 
the like period of 1955 in spite of higher 
Total 
was slightly 


wage rates and increased costs. 
income of $2.03, however, 
below the $2.05 reported for 1955. In- 
come from oil and gas operations to- 
talled $4.2 $786,000 less 
than in 1955. Income from investments 
and other sources was up. 

For the full year 1956, total reve- 
nues are expected to equal the $509 
million reported in 1955 when $16.93 
a share was 
further decline in oil and gas income 
is expected as a result of the produc- 
tion drop in the Wilmington field. 


million, or 


shown on common. A 





for complete trust services 


for corporations and individuals 


Established 


on State-Planters Bank of Commerce and Trusts 


RICHMOND, 


VIRGINIA 


stock & 














—— 





TRUSTS AND ESTATES 














THE 


NEw YorK TRUST 
COMPANY 


100 BROADWAY 
10 ROCKEFELLER PLAZA «+ MADISON AVENUE AT 40TH STREET 
MADISON AVENUE AT 52ND STREET +» SEVENTH AVENUE AT 39TH STREET 
205 EAST 42ND STREET 


67 Years o if Trust Service 


DIRECTORS 








HULBERT S. ALDRICH 


President 


MALCOLM P. ALDRICH 
President 
The Commonwealth Fund 


GRAHAM H. ANTHONY 
Chairman, Executive Committee 
Veeder-Root, Inc. 


ARTHUR A. BALLANTINE 
Dewey, Ballantine, Bushby, 
Palmer & Wood 


EDWARD C. BREWSTER 
New York 


STEPHEN C. CLARK 
The Clark Estates, Inc. 


WILLIAM F. CUTLER 
New York 


PERCY L. DOUGLAS 
Executive Vice President 
Otis Elevator Company 


KEMPTON DUNN 
President 
American Brake Shoe Company 


HORACE HAVEMEYER, Jr. 
President 
The National Sugar Refining Co. 


B. BREWSTER JENNINGS 
Chairman of the Board 
Socony Mobil Oil Company, Inc. 


ADRIAN M. MASSIE 
Chairman of the Board 


WILLIS McDONALD 


Vice President 


CHARLES J. NOURSE 
Winthrop, Stimson, Putnam 
& Roberts 


RICHARD K. PAYNTER, Jr. 
Executive Vice President 
New York Life 


Insurance Company 


ARTHUR K. WATSON 
President 


IBM World Trade Corporation 


VANDERBILT WEBB 
Patterson, Belknap & Webb 


















































There’s an Easier Way to Go to a 
primary Government Bond Market 

















Just pick up your phone and call Chicago LD 92, 93, 155 or 313. 

We offer a primary market in government issues — a Bond Department 
with more than 90 years’ experience. Normally, you ll get an immediate 
bid or offering. 

For prompt information on this or any of our other 13 basic corre- 
spondent banking services, just phone, write or wire us today. A man from 


The First National Bank of Chicago will call on you whenever you say. 





Epwarp E.. Brown. Chairman of the Board Complete Clearing and Collection Service « Travelers 
Danes B. Foncan Fins iibeiee Checks « Complete Foreign Banking Service « Loan 


' Participation ¢ Bond Department Operational Pro- 
Homer J. Livincston, President : eres : 
cedure Surveys ¢ Industry-Specialized Assistance in 
4 * —s TRY Pine . on TS > ~*~ . 7 , “— Py 
Water M. Heymann, Executive Vice-President Handling New Types of Loans « Wire Transfers « 
- : Safe-Keeping Service « Bank Remodeling and Modern- 
Huco A. ANpverson, Vice-President 
Gaytorp A. FREEMAN, Jr., Vice-President 
Guy C. Kinpoo, Vice-President 


Hersert P. Snyper, Vice-President 


ization ¢ Public Relations, Advertising and Business 
Development * Credit Information ¢ Annual Con- 
ference of Bank Correspondents ¢ Assistance in 
Special Events. 














The First National Bank of Chicago 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 











Trusts AND Estates 








H 
plan : 


empl 


minis 


cons! 
hand 
as 1 
abou 
ister 
TI 
smal 
mini 
is th 
lead 
wou 
5 pan 
B plan 
. of 


ann 


mig 
dan 
i one 
: fits, 
K pec 
(0 


= ne 


| 


ho 





nu 
sid 


un 








} 










oW BIG MUST A COMPANY BE TO 
H self-administer its own pension 
jan? We know a company with 400 
anployees that has hesitated to self-ad- 
ninister its pension plan because it 
considers itself too small. On the other 
band. there are companies with as few 
as 15 employees that have no qualms 
about the stability of their self-admin- 
istered plans. 


The most widespread objection to a 
small company’s undertaking the ad- 
ministration of its own pension plan 
is the fear that a run of bad luck might 
lad to heavy benefit payments which 
would have to be paid out of the com- 
pany’s pocket. Suppose that a pension 
plan provides a lump-sum death benefit 


= of $10,000 before retirement and an 
© annual pension of $5,000 thereafter. It 
| might be argued that it would be very 
| dangerous to self-insure this plan if only 


one employee were covered by the bene- 
fits. For, if this employee dies unex- 
pectedly, an immediate payment of $10,- 
(00 would become due, and the fund to 
meet it might be very small. 


It is not, however, generally known 
how quickly the risks diminish as the 
number of employees increases. In con- 
sidering an example we will work in a 
unit of time which we will call a “long- 
year.” That is to say, instead of a cal- 
endar year the expression “long-year” 


will denote. perhaps, 10 or 15 calendar 
years, 


With this understanding, then, we 
will assume that the pension and death 
benefits mentioned above—namely, $5,- 
000 a year pension and $10,000 on 
death in service—are to be provided for 
all future employees of a certain com- 
pany. All these employees enter the 
company’s service at the same age and 
lave one long-year to work before re- 
‘rement. Assume that actuarial tables 
show that on the average one employee 
Mm every five will die before retirement. 


After retirement the ex-employee has 


a 90° chance of living one long-year 
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PENSION and PROFIT SHARING DIGEST 


HILARY L. SEAL 


and no prospect of living two long- 
years. Thus, no one survives for more 
than two long-years after retirement. 
We note that if four employees eventu- 
ally reach retirement age, 2 of them 
(50% of four) are alive at the end 
of one long-year and both of them die 
during the subsequent long-year. 


It is assumed that the first pension 
payment of $5,000 is made to all em- 
ployees who retire (i.e.. to four) and 
that the second payment is made to the 
two still alive at the end of one long- 
year after retirement. No pensioner is 
alive to receive a third pension pay- 
ment. We ignore the operation of inter- 
est in our calculations. 


Suppose that five employees are hired 
by the company. One of them is ex- 
pected to die in the long-year prior to 
retirement and $10,000 is then paid to 
his beneficiary. The remaining four em- 
ployees all receive the first pension pay- 
ment of $5,000 (total $20.000) and two 
of them survive to receive the second 
payment (total $10,000). 


The total eventual benefit payments 
for these 5 new employees is $40,000— 
$10,000 in death benefits and $30,000 
in pension payments. The company 
should thus contribute $8.000 to the 
fund for every employee hired. In in- 
surance terminology the $8.000 is the 
“premium” for the benefits to be pro- 
vided. 

The preceding discussion has been 
based on expectations or averages. If 
$8,000 is paid into the pension fund for 
every new employee there will be suffi- 
cient money available on the average to 
pay all subsequent benefits. But we must 
now consider what are the chances of 
gain or loss in this “game of chance” 
that the company elects to play. 


Company With One Employee 


First take the case where the com- 
pany has only one employee. There is a 
20% chance of that employee’s dying in 
the long-year before retirement and, of 
course, an 80% chance that he sur- 


Morss, Seal & Bret, New York; Lecturer in Statistics, Yale University 


THE QUESTION OF SIZE IN SELF-INSURANCE OF PENSIONS 


vives. Of the 80% survivors—if we may 
use such an expression when only one 
employee is concerned—half receive one 
pension payment and half receive two. 


If, then, there were 1,000 companies 
each with only one employee to partici- 
pate in a pension plan of the type con- 
sidered, the situation would be as fol- 
lows: 


Amount of 
benefits paid 


Profit (+-) or 


Number of loss (—) after 


companies by each $8,000 contribution 
200 $10,000 —$2,000 
400 5,000 + $3,000 
400 10,000 —$2,000 
1,000 


This table separates the 20% (i.e., 200) 
companies whose single employee dies 
in service, the 40% (i.e., 400) compan- 
ies who make one pension payment of 
$5,000 to their retired employee, and 
the balance who make two such pension 
payments. Each of the 400 companies 
required to pay only $5,000 makes a 
profit of $3,000 (i.e., $8,000 “premium” 
minus $5,000 pension outgo). The re- 
maining 600 companies all lose $2,000 


each. 


We have thus expressed in numbers 
the “risk” assumed by a company 
which self-administered a pension plan 
for its single employee. Six out of ten 
such companies would suffer a loss. But 
note that the illustration leads immedi- 
ately to its proper solution. If we “load” 
the $8,000 contribution by 25% the re- 
sult is $10,000 and no losses are ‘pos- 
stble. The conclusion is that no matter 
how small the company, there is a con- 
tribution rate which can make its pen- 
sion fund “absolutely safe.” 


Company With 5 or 10 Employees 


In exactly the same way we may ana- 
lyze the possible profits and losses ex- 
perienced by companies with 5 and 10 
employees, ‘respectively. In these cases 
the mathematical arguments are more 
involved but the principle is the same 
as in the example already cited. The 
results are summarized in the two tables 
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that follow. It is assumed that each com- 
pany makes an $8,000 contribution in 
respect of each of its employees and 
on the average these contributions will 
suffice to pay for all pension and death 
benefits. However, some companies’ em- 
ployees will all die in service—leading 
to a $2,000 loss per employee — while 
some companies’ employees will all sur- 
vive to receive two pension payments— 
which also means a loss of $2,000 per 
employee. The whole possible set of 
contingencies is summarized in the two 
tables referred to. 


Company with 5 Employees 
Profit (+) or 


loss (—) after 
$40,000 contribution 


Number of 
companies 





10 +$15,000 
77 + 10,000 
230 + 5,000 
346 hate 
259 — 5,000 
78 — 10,000 

1,000 


We note, first, that to be “absolutely 
safe” a 25% loading must be added to 
the contribution of $8,000, matter 
how many employees participate in the 
plan. However, 
only one employee a 


12% 


no 


where the plan covered 
“loading” of say 


(which would have resulted in 
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a contribution of $9,000 per employee), 
would have merely decreased the maxi- 
mum loss from $2,000 to $1,000 but the 
probability of loss would still have been 
600 to 1,000. With an increasing num- 
ber of employees this situation changes. 


With 5 employees in the plan a 
1244% loading on each company’s con- 
tribution means that we have to add 
$5,000 (ie., 12144% of the $40,000 
basic contribution) to all the figures in 
the preceding table. This means that ihe 
largest loss that could be suffered would 
become $5,000 (the largest profit would, 
correspondingly, be increased to $20.- 
000). But this loss would only be suf- 
fered by 78 out of every 1.000 com- 
panies—instead of by the 600 out of 
1,000 mentioned in the first illustration. 


Company with 10 Employees 


Profit (+) or 
loss (—) after 
$80,000 contribution 


Number of 
companies 


2 + $25,000 

11 + 20,000 

42 4+ 15,000 

111 + 10,000 

201 + 5,000 

251 — 

215 — 5,000 

121 — 10,000 

40 — 15,000 

6 — 20,000 

1,000 

When there are 10 employees, a 
12'44% loading on the premium adds 


$10,000 to the total contribution of each 
company and leaves 40 + 6 = 46 com- 
panies out of every 1,000 “in the red.” 
Notice, that 40 of these 46 com- 
panies would have a loss of only $5,000, 
which is relatively small in comparison 
with their contributions of $90,000. 
We may sum up these calculations as 
follows: An appropriately chosen 
tingency loading” added to every com- 


too. 


“con- 


pany contribution changes the “pro- 
portion of losing companies” very 
sharply. Thus the 1214°% illustrative 


loading changes this proportion from ¥ 
800 in 1,000 to 600 in 1,000 in the F : 
Age case: from 337 in 1.000 to 
8 in 1,000 in the 5-employee case: and 4 
ree 382 in 1,000 to 46 in 1,000 in the ] 
10-employee case. Notice how rapidly 7 
the “proportion of losing companies” | 
decreases as the number of a s 4 
increases. Even with as few as 10 em. @ 
ployees less than 5 companies in 100M 
would suffer a loss when their contribu. . 
“loaded” 1214%. " 


Effect of Omitting Death Benefit 


: _f 
It is commonly thought that there js 4 
much more “risk” attached to a pe nsion | 


tions are 


plan that provides for a benefit on the | 


death of an employee prior to retire- 7 














ment. After making some slight modi- | ’ . 
fications, the above tables can show how : vi 
untrue this belief is. [ . P 
tabi 
Consider, for example, the company B from 
with 10 employees. We have assumed B holie 
that this company is making an $8,000 J feat 
contribution for each of its employees. & gon 
We have calculated that on the average J the 1 
$20,000, cut of the total of $80,000 con- & gries 
tributed by the company. is paid out & jircy 
in death benefits to the two employees BF qyre 
assumed to die in the one _ long-year J \ene 
prior to retirement. iloye 
If, therefore, we omit the death bene- ff pro 
fit from the plan, the $80.000 contribu. § |, § 
tion will permit higher pensions to be B | 
paid. In fact, every employee who sur- rt 
vives to retirement can be given a Be” 
3314% increase in pension. since the sds 
$60,000 previously spent on pensions is BF" 
now increased to $80,000. — 
The profits or losses made by the ee 
1,000 companies, each with 10 employ By, 
ees, are then distributed as shown in alll 
the next table. Notice that 145 of the 


1,000 companies now suffer a loss of 
$20,000 or more. When the $10,000 
death benefit was included only 6 of 
the 1,000 companies had losses of this 
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how of part of the pension has a valuable 


Profit (+) or 
loss (—) after 
$80,000 contribution 


Number of 
companies 


1 + $53,333 
3 + 46,667 
8 + 40,000 
19 + 33,333 
41 + 26,667 
75 + 20,000 
114 + 13,333 
149 + 6,667 
166 os 
156 — 6,667 
123 — 
80 — 20,000 
42 — 26,667 
17 — 33,333 
5 — 40,000 
1 — 46,667 
1,000 


Thus. for a given contribution rate, 
ihe inclusion of a death benefit in lieu 


tabilizing effect on chance deviations 
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from expectation. Contrary to popular 


H belief. it is advantageous to provide a 
} leath benefit in a self-administered pen- 
hsion plan. In fact it has been shown in 
lhe Transactions of the Society of Actu- 


iries for 1953 that, under fairly general 
(ircumstances, the most stable self-in- 
ured plan is one in which a lump-sum 
lenefit of nearly eight times each em- 
jloyee's pension is payable on death 
jrior to retirement. 


5 In Summary 

There is no magic about increasing 
ompany size so far as a pension plan 
s concerned. Unless there is a “contin- 
sency loading” in the contribution (or 
jremium) a large proportion of com- 
panies will suffer losses—and this is 
ue no matter how big the companies. 
the larger the contingency loading the 
wnaller the probability of loss. 

The real effect of increasing company 
‘we is to decrease the contingency load- 
mg necessary for a given “risk.” If a 
‘company with 10 employees was _ pre- 


pared to consider a risk of 46 in 1,000 
as negligible, it could load its contri- 
butions 1244% and run only this “neg- 
ligible” risk of loss. As the size of the 
company increases, this 1214% loading 
would lead to smaller and smaller risks 
of loss: 46 in 1,000 might drop to 15 
in 1,000, or to 1 in 1,000, and so on. 


if a company is very small, the “con- 
tingency loading” it must use to guar- 
antee a negligible risk of loss may be 
uneconomically large. This means that 
it might be better advised to go to an 
insurance company. It should also be 
noted that the figures given above, al- 
though simplified for ease of presenta- 
tion, are not at all unrealistic when our 
“long year” has been translated into 10 
or 15 calendar years. 


How large is a company with, say, 
25 employees? This is not as nonsensi- 
cal as it appears. 

The examples used to illustrate our 
arguments about the effects of chance 
were based on an important assumption 
—that the company would regard each 
generation of employees as a separate 
entity. If it did so, the conclusions were 
those drawn. 


But no company thinks it will go out 
of business when the present generation 
of employees is dead. Even the smallesi 
of small companies pictures for itself 
a successful future extending for many 
years ahead. If such a company has 10 
employees in a pension plan, should it 
base its “contingency loading” on cal- 
culations made for these 10 employees? 
Or should it, rather, use the continuity- 
assumption, and argue that a more rea- 
sonable picture would emerge from the 
consideration of, perhaps, 5 successive 
generations of 10 employees each? As 
we have shown, the results would be 
very different according to which basis 
of calculation is adopted. 
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The foregoing points may be sum- 
marized by two little-known statements: 


(1) A company may have as little 
as 15 employees and still self-admin- 
ister its pension plan with perfect 
safety; and 

(2) Whatever the pension benefits 
the addition of fairly substantial 
death benefits lends stability to the 
fund’s finances. 
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PROFIT SHARING FUND UP 
To $860 MILLION 


SEARS 


@ An increase of $230 million in the 
assets of Sears, Roebuck & Co. Employ- 
ees Savings and Profit Sharing Fund 
during 1955 brought the total value up 
to $860 million at the year-end. The Fund 
owns 18,805,506 shares or 25.5% of the 
company’s stock, making it the company’s 
largest stockholder. Employees contri- 
bute 5% of wages and salaries up to 
$500 annually and the firm contributes 
a percentage of its net profit before 
federal taxes. The Fund was started in 
1916. 
A A A 

@ A program for retaining the services 
of retired officers on a paid consultant 
basis has been developed by the National 
Bank of Westchester, White Plains, N. 
Y. The plan was approved by the share- 
holders at their January meeting. 
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ings in 1955 compared to 2.8% in 1954. 
By states the comparison was: Kansas 
—2.7% in 1955 and 3.1% in 1954; 
Nebraska—2.3% in 1955 and 2.4% in 
1954; Oklahoma — 1.4% in 1955 and 
1.6% in 1954; Colorado, New Mexico, 
and Wyoming — 2.7% in 1955 and 
3.0% in 1954. The trust department 
earnings ratio for banks with deposits 
over $50 million was 4.8%. 


A A A 


Trust Earnings Ratios Reported Calendar of Trust Events 


The ratio of trust department earn- 
ings to total bank earnings among mem- 
ber banks of the Second Federal Re- 
serve District increased from 3.0% in 
1954 to 3.2% in 1955 according to the 
Federal Reserve Bank of New York. 
Ratios for the two years were highest 
in banks with $100 million to $1 billion 
deposits — 15.6% and 19.5% in 1954 
and 1955, respectively and over $1 bil- 


Apr. 23-24—Indiana Bankers Trust Cop. 
ference, Evansville 

Apr. 26—Illinois Bankers Association, 
Trust Division, Danville 

May 6-8 — Connecticut Bankers Short 
Trust Course, Storrs 

May 8-9—Tennessee Bankers Associa. 
tion, Chattanooga 


May 17-19—American Safe Deposit As. First 














lion — 8.6% and 9.1%. @ The Journal of the American Society sociation National Convention, Har. 
: ; of Chartered Life Underwriters is cele- ford. Conn 
Trust department earnings for mem- brating its tenth anniversary in March : 
ber banks in the Tenth Federal Reserve and April. Editor J. Harry Wood is May 21-23—Mississippi Bankers Asso. 
District averaged 2.4% of total earn- marking his fifth anniversary. ciation, Trust Division, Buena Vista 
— May 23-25—N. J. Bankers Association. 
Atlantic City 
Vall 
June 3-16—School of Banking of the "pr 
South, Louisiana State U., Baton 
Rouge 
June 4-9—New York State Bankers Trust Citiz 
New Business School, Vanderbilt Law Sa 
DETROIT EDISON REPORTS School, N.Y.U., New York 
June 4-8—American Institute of Bank- 
ing, Dallas Title 
L 
June 11-23—Graduate School of Banking, & 
09 TOCt Rutgers U., New Brunswick, N. J. 
June 21-23—Virginia Bankers Associa-§ (jtiz 
tion, Hot Springs Sa 
30- —Milli llar Round irs 
Another year of accomplishment and me 9 — " —_— ae Sn _ 
: : Table, Cruise to Bermuda 
planning to assure more electric power B Ss 
for better living is recorded in Detroit July 8-18—Carolina Bankers Conference, 
Edison’s 1955 Annual Report to 77,476 Chapel Hill, N. C. : ~~ 
stockholders. July 16-28—School of Financial Public } 
The world’s largest turbine-generator — Relations, Northwestern U., Chicago § bik 
a 260,000-kilowatt machine —is now pro- July 19-21 — West Virginia Bankers Sz 
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These six power plants 
help nearly 4 million 
persons in thriving 
Southeastern Michigan 





ducing electric power at the new River 
Rouge plant. A second unit of equal size 
and an even larger machine —a 300,000- 
kilowatt giant—are planned for 1957. 
The new units will produce a kilowatt 
hour of electricity for about 7/10 of a 
pound of coal—half the amount required 
20 years ago. 


As a pioneer in nuclear research and 
development, Detroit Edison continues 
to direct its best efforts toward finding 
an economical way to produce electric 
power from nuclear fuels. The recently 
formed Power Reactor Development 
Company, of which Edison is a member, 
proposes to construct and operate a fast- 
neutron breeder reactor in Detroit 
Edison’s service area. 


Since 1909, earnings have permitted the 
payment of 186 consecutive quarterly 
dividends. 


Copies of our annual report may be 
obtained by writing the Treasurer, 2000 
Second Avenue, Detroit 26, Michigan. 


THE 


DETROIT EDISON 
COMPANY 


... Live Better... Electrically 





Association, White Sulphur Springs 


July 22-27—N. Y. State Public Relations : 


School—Syracuse U. 


July 22-Aug.4—NABAC School for Bank § 


Auditors and Comptrollers, Chicago 


Aug. 5-22—Trust Development School, : 
Illinois Bankers Association, North- 


western U. 


Aug. 19-Sept. 1—School of Banking, U. 


of Wisconsin, Madison 


Aug. 20-31 — Pacific Coast Banking} 


School, U. of Washington, Seattle 


Aug. 23-24 — ABA Western Regional§ 


Trust Conference, Salt Lake City 
Aug. 27-30—American Bar Association, 
Dallas 


Sept. 17-20 — National Association o 
Bank Auditors & Comptrollers, Wash- 
ington, D. C. 

Sept. 17-21 — National Association o 
Bank Women, Minneapolis 

Oct. 7-11 — Financial Public Relation 
Association, Dallas 

Oct. 21-24—American Bankers Associ® 
tion Annual Convention, Los Angeles 

Nov. 15-16—ABA Mid-Continent Trust 

Conference, Chicago 
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ition, 
Annual Bank Report Survey: Part 2 
Short 
cia. Bank Gross Earnings Volume of Business Common Trust Fund 
ALABAMA 
Ac First National Bank, $176,787 compared with $173, Increase in assets exceeds Number of units in the Dis- 
:. Montgomery 013 last year ...new peak $7,000,000... came especially cretionary Common Trust 
art in both gross earnings and from new trusts and addi- Fund increased 
net profits (up $25,000) ... tions to old ones. Net increase 
\ The importance to the bank in estates and trusts $2,000,- 
S80. of the Trust Department as 000 
sta an indirect source of revenue 
ki increased more than any year 
ition, 
ARIZONA 
Valley National Bank, Established in 1955 the first 
the Phoenix Common Trust Fund in Ari- 
Jaton zona 
CALIFORNIA 
‘rust Citizens National Trust & Obtained more business than 
Law Savings Bank, Los Angeles in any previous year... 
substantial growth in wills 
. immediate fee business 
leit, advanced beyond any year 
Title Insurance & Trust Co., $1,888,278 compared with 315 new trusts and estates Established in 1951... Sus- 
Los Angeles $1,632,150 in 1954, a gain of ... 106 terminations, leaving tained use and steady growth 
king, & 15.7%. Net operating income net gain of 209... Will ap- . .*. $4,523,119 compared to 
J, up appreciably pointments increased 36.6%, $3,839,788 at end of 1954 
: oe highest in history 
ocla-B Citizens National Trust & Assets now total $1,725,000 
Savings Bank, Riverside ... 158 trusts 
ound First National Trust $517,719 (8%) compared with Total assets exceed $80 mil- Common Trust Fund invested 
. & Savings Bank, $446,186 (7.7%) in 1954 lion compared with $60 mil- at least 50% in stocks 
© San Diego lion in 1954 
ence, 
§ Security Trust & Savings Growth of 30% in dollar vol- 
_ | Bank, San Diego ume... more than 200 wills 
ublic . . additional personnel 
0 : . : : . 
> @ American Trust Co., Earnings exceeded those of Of increasing importance are 
ikers—} = San Francisco the best previous year the pension and profit shar- 
gs & ing plans 
tions Bank of America, Significant progress in new Impressive gains in appoint- This Fund, in operation since 
San Francisco business and earnings ments to act for corporations 1947, contains almost 2,000 
7 . . . 70 new employe benefit trusts... thousands of indi- 
Ban plans bringing total to 291 vidual beneficiaries 
go & ... gratifying results from 
hool. estate planning, living trust 
mei and investment management 
orth- ; services 
y, U.s a. -— = He ——— i 
: ; a aa : ; COMMON TRUST FU J 
ki GROWTH OF TRUST DEPARTMENT ‘ - . FUND A 
yking (million dollars) 
jonal § 
TOTAL VALUE OF ASSETS 
4 AS OF NOVEMBER 30 
ition, trust 45,311,104 3 
department ee 40,122,276 
m_of funds 407.065 em 
V ash- ; . 30,732,341 
25,279,032 25,172,315 ; 
23,273,258 
yn of 
tions 1 
s0cia- Bc 
ales ce 1947 1948-1949 «19501981 1952s«1983s 194 9SS r 
Trust me 
Stamford (Conn.) Trust Company United States National Bank, Denver 
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Bank 


Bank of California, N.A., 
San Francisco 


Crocker First National Bank, 


San Francisco 


First Western Bank & 
Trust Co., San Francisco 


Hibernia Bank, 
San Francisco 


Pacific National Bank, 
San Francisco 


Wells Fargo Bank, 
San Francisco 


COLORADO 


U. S. National Bank, 
Denver 


CONNECTICUT 
Connecticut National Bank, 
Bridgeport 
Connecticut Bank & 
Trust Co., Hartford 


Meriden Trust & Safe 
Deposit Co., Meriden 


Second National Bank, 
New Haven 


Union & New Haven 
Trust Co., New Haven 


Stamford Trust Co., 
Stamford 


Colonial Trust Co., 
Waterbury 


DELAWARE 


Equitable Security Trust Co., 


Wilmington 


DISTRICT OF COLUMBIA 


National Metropolitan Bank, 
Washington 


Union Trust Co., 
Washington 


FLORIDA 


Barnett National Bank, 
Jacksonville 





Gross Earnings 


Highest in history ... All 
divisions participated in this 


Exceeded 1954 by more than 
25% 


Increased substantially ... 
personal and corporate to- 
gether increased 45% 


Profits substantial 


Increase in revenue... An 
upward adjustment of fee 
schedules, long overdue and 
fully justified, is receiving 
serious consideration 


Fiduciary fees $188,120 com- 
pared with $182,831 last year. 
Record income . . . $527,978 
on oat with $422,329 last 
ear ... an increase derived 
fr om all types of department 
services 
New records in gross and net 
earnings 


Higher gross earnings than 
any previous year ... net 
somewhat better than 1954 


Volume of Business 


Another year of substantial 
growth - more trusts... 

new wills . .. pension and 
profit sharing appointments 


Substantial gains « €O- 
ordinating Trust Department 
functions on a statewide basis 

new business develop- 
ments particularly gratifying 
Increased in 1955 as it has 
for the past several years 

. Additions to staff 


Greatest yearly percentage 


gain... 21% dollar volume 
and 9.7% in number of ac- 
counts . . . large number of 


will deposits 

Substantial increase in vol- 
ume and value of new busi- 
ness ... largest number of 
wills of any year 


Substantial growth .. . in- 
crease in wills ... the yearly 
Women’s Finance Forum was 
the most successful to date 


Forging ahead at a fast pace 


Increase in volume .. . in- 
creasing activity ... the Cor- 
porate Trust division has ex- 
perienced unusual activity 
. Municipalities are mak- 
ing increased use of our ser- 
vices 
Executor and administrator 
accounts $1,208,671; trust ac- 
counts $22,220,420 


New high in funds under ad- 
ministration . . . Steady in- 
crease shown in trust funds 
that produce annually recur- 
ring income 

Assets increased from $40,- 
122,277 to $45,311,104 

one of the most significant 
gains our bank made 
large increase in the number 
and volume of accounts 
New highs in virtually every 
phase of activity ...In7 
years accounts increased 
from 650 to 900 and book 
value from $50,000,000 to 
$66,600,000 and market value 
$100,000,000 


Number of customers assisted 

by estate planning division 

exceeded any previous year 
. Staff enlarged 


Assets under administration 
(principal) $88,160,746 of 
which $29,956,967 is in bonds 
and $43,275,055 is in stocks 
Continued growth this year 

. obtained the services of 
a nationally known economist 
and investment authority to 
sit with investment committee 


A year of progress in all 
types of accounts ... In- 
creasing backlog of potential 
business 


Common Trust Fund 


Established two common 
trust funds in 1955, one fixed 
income, one common stocks 


On Sept. 1 established Wells 
Fargo Investment Fund for 
Trusts 


Fund increased 37% 


979 accounts with assets of 
$24,290,000 . . . continues to 
produce satisfactory results 


Growth and service of our 
Common Trust Fund has 
been most gratifying .. . has 
grown this year from '$612,- 
538 to $1,468,985 and 128 
trusts 

Common Trust Fund started 
in 1948 now $8,000,000 with 
275 trusts 


aomuanennens 
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—— Bank Gross Earnings Volume of Business Common Trust Fund 
on 

ne fixed first National Bank, 50 people handling assets of 

Stocks Miami more than $150 million... 


Corporate Division is serving 
a growing number of firms 


Security Trust Co., Invested trust assets exceed 

Miami $29,000,000 

GEORGIA 

Citizens & Southern $571,750 compared with 

National Bank, $471,151 in 1954 

Atlanta : 
First National Bank, Growing fast ... New trust The new common trust fund 
Atlanta business has increased 168% is a big attraction 


in five years ... Pension & 
profit-sharing plan for cor- 
respondent banks expanded 
to include all types of busi- 






























































nesses 
hd Wells = Sea eS : SS SEE ea ea 
und for 
Business Established 1818 
ssets of Fi Brown BROTHERS HARRIMAN & CoO. 
inues to & 
results PRIVATE BANKERS 
NEW YORK BOSTON PHILADELPHIA 
PARTNERS . +e 
Statement of Condition, March 31, 1956 
Davip G. ACKERMAN 
Moreau D. BRowN ASSETS 
Prescott S. BusH : : 
Louis Curtis CASH ON HAND AND DUE FROM BANKS... $ 39,018,728.51 
Epripce T. GERRY UNITED STATES GOVERNMENT SECURITIES. . — 41,943,003.98 
E. R. HARRIMAN ; 
STEPHEN Y. Horp STATE, MUNICIPAL AND OTHER 
of our § F. H. Kincspury, Jr. PUBLIC SECURITIES . . . . . . . 37,665,639.86 
nd has § ROBERT A. LOVETT ¥ 
_.. has JoHN B. MADDEN | OTHER MARKETABLE SECURITIES . . . . 7,325,628.31 
2. ie at r “CANCE } 4 
. — : THOMAS McCaNCcE LOANS ANDDiscouNTS. . . . . . . 66,615,696.40 
ind 128 3 Ray Morris | 
F 4 H. D. PENNINGTON CUSTOMERS’ LIABILITY ON ACCEPTANCES . . 14,238,918.02 
started FF L. PARKS SHIPLEY 
7 ; pei Saag ia OTHER ASSETS . . . . . 2. 2. se 1,773,141.52 
00 with a JOHN C. WEsT — bi 
: KNIGHT WOOLLEY $208,580,756.60 
iz ooo 
Limited Partners 
; GERRY BROTHERS & Co. LIABILITIES 
3 W. A. HARRIMAN ‘ . 
DEPOSITS . . . «© « « « «+ « « $176,390,885.13 
a FACILITIES - - 
a ACCEPTANCES: LEss AMOUNT IN PORTFOLIO . 15,681,574.14 
iM Deposir ACCOUNTS ; 
Hy LOANS * ACCEPTANCES _ | ACCRUED INTEREST, EXPENSES, Etc. .  ... 503,013.79 
COMMERCIAL LETTERS RESERVE FOR CONTINGENCIES 1,500,000.00 
Ey Or CREDIT : 
: BROKERS FOR | CapiraAL . . . «. « « $  2,000,000.00 
es “HACE AN , . , > 5 - 
PURCHASE AND SAL! SURPLUS. . . .  . «~~ -:12,505,283.54 —14,505,283.54 
OF SECURITIES ons ie 
Cusropy OF SECURITIES | $208,580,756.60 
INVESTMEN1 ——— ae 
ADVISORY SERVICE As required by law $1,000,000 U.S. Government Securities are pledged to secure public deposits. 
Licensed as Private Bankers and subject to examination and regulation by the Superintendent of Banks of the State of New York 
and by the Department of Banking of the Commonwealth of Pennsylvania. Subject to supervision and examination by the Commis- 
sioner of Banks of the Commonwealth of Massachusetts. 
Inquiries are invited from Trust Officers with regard to our 
| Investment Advisory and Brokerage facilities. 
EsTATESs 
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Bank 


First National Bank & 
Trust Co., Macon 


HAWAII 


Bishop Trust Co., Ltd., 
Honolulu 


















































ILLINOIS 


American National Bank 
& Trust Co., Chicago 


Continental Illinois National 
Bank & Trust Co., Chicago 


First National Bank, 
Chicago 


Harris Trust & 
Savings Bank, Chicago 


Lake Shore National Bank, 
Chicago 


LaSalle National Bank, 
Chicago 


Mercantile National Bank, 
Chicago 


The Northern Trust Co., 
Chicago 


First National Bank & 
Trust Co., Evanston 





Gross Earnings 


Gross income reached a new 
high 


Best earnings in 52 years 


New records in gross and net 
earnings ... In every year 
since 1915 the Department 
has operated at a profit 


Fees of $51,189 compared 
with $52,547 in 1954 


The Department had a sub- 
stantial increase in revenues 


Other operating income was 
up $20,000, much of which 
came from the Trust Depart- 
ment 


Volume of Business 


The Trust Department has 
been steadily growing. . 
At the end of 1955 the value 
of active accounts exceeded 
$12,500,000 


Volume of business reached 
a new high... a record year 
of new appointments 
Increase in pension 
profit sharing funds... sub- 
stantial increase in execu- 
torships and trusteeships 


and 


Pension and _ profit-sharing 
trusts, employees’ savings 
plans, and other trust ar- 


rangements growing out of 
employer-employee relation- 
ships have steadily added to 
our volume. During the year 
we established the Continen- 
tal Illinois Investment Trust 
for Employe Benefit Plans. 
This trust provides a means 
by which funds of qualified 
pension trusts and _ profit- 
sharing trusts may be pooled 
for investment 


A year of progress and 
growth ... economies from 
new tabulating-accounting 
facilities . Living trusts 
and agencies increased sig- 
nificantly. Pension and profit 
sharing accounts have grown 
in size and number... New 
high record for assets 


Probate fees reached a new 
high . . . Pension and profit 
sharing ‘trusts continue to 
grow, their value now 30% 
of assets for which Trust 
Department has investment 
responsibility 
Increase in number of wills 
and trusts 


The Trust Department, which 
is large even in relation to 
our deposit totals, had a sub- 
stantial increase in the 
amount of business ... There 
was a very _ substantial 
growth in the number and 
size of pension funds and 
health and welfare funds for 
which we act as agent 


Steady substantial growth in 
number of customers... A 
large background of poten- 
tial business .. . Accelerated 
growth of corporate activity 
including pension and profit 
sharing funds 

During 1955 the Trust De- 
partment enjoyed its most 
successful year. Activity kept 
pace with the continued 
growth of the bank 

The agency and custodian 
services have in particular 
shown a marked increase 


Common Trust Fund 


One of the most useful and 
significant developments jp 
the history of trusteeship was 
adopted by the Company in 
1955 — the Common Trust 
Fund . Fund A limited to 
equities and Fund B to fixed 
income securities 


On November 1 Common 
Trust Fund A was created. 


Common Trust Fund com- 
pleted third year October 31 

. . 300 trusts with average 
value of $37,000 


The Diversified Trust Fund, 
established in 1952 to pro- 
vide investment diversifica- 
tion for small trusts, showed 
a further increase both in 
dollar volume and _ in the 
number of participants 
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Bank 


Commercial National Bank, 
Peoria 


INDIANA 


(ld National Bank, 
Evansville 


Fort Wayne National Bank, 
Fort Wayne 


Lincoln National Bank & 
Trust Co., Fort Wayne 


» American Fletcher National 
Bank, Indianapolis 

' Indiana National Bank, 
Indianapolis 


' Merchants National Bank 
» Trust Co., Indianapolis 


| First Bank & Trust Co., 
South Bend 
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Gross Earnings 


Improved income 


Again reached a new high 
. .. Fees are being renego- 
tiated 





Volume of Business 


Continued to grow at an ac- 
celerated rate an in- 
creasingly important source 
of revenue ... Smaller pen- 
sion trusts service offered to 
correspondent banks and com- 
mercial customers. An en- 
couraging number have been 
initiated 


All the promise of the pro- 
gressive planned savings and 
investment services which the 
Trust Department pioneered 
is borne out by last year’s 
record. One of the most im- 
portant services is in estate 
planning and _ conservation, 
particularly where taxes are 
likely to be a problem 

The Trust Department con- 
tinues to grow in function 
... 1955 was a year of sub- 
stantial activity 

Another favorable year... 
Much new and important 
trust business 

Steady progress and substan- 
tial growth . . . new business 
Continued growth, especially 
in wills, agency and trust ac. 
counts, and pension and 
profit-sharing trusts 

Growth in all Divisions ex- 
ceeded normal rate... Our 
commercial officers are active- 
ly selling trust services 
added in all categories 
Trust Department, largest in 
northern Indiana, continued 
its rapid growth 


TRUST COMPANY 
OF GEORGIA 


ATLANTA, GEORGIA 


Common Trust Fund 


The Common Trust Fund has 
been in operation now for 
five years, and continues to 
grow 


Common trust fund now 
$5,500,000 with 289 trusts 
Common Trust Fund operat- 
ing satisfactorily 





Sewing Georgians Since 14894 as 


3 EXECUTOR « TRUSTEE « ADMINISTRATOR + GUARDIAN «+ AGENT 


Georgias Largest Prost Grstitation 





Augusta: THE FIRST NATIONAL BANK 
& TRUST COMPANY 


Columbus: THE FOURTH 


NATIONAL BANK 
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AFFILIATED BANKS 





Savannah: THE LIBERTY NATIONAL BANK 
& TRUST COMPANY 


Macon: THE FIRST NATIONAL BANK 


& TRUST COMPANY 


Rome: THE FIRST 


NATIONAL BANK 
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Bank 


National Bank & Trust Co., 
South Bend 


KENTUCKY 


Citizens Fidelity Bank & 
Trust Co., Louisville 


Kentucky Trust Co., 
Louisville 


Liberty National Bank & 
Trust Co., Louisville 


LOUISIANA 


National Bank of Commerce, 
New Orleans 


MAINE 
Eastern Trust & 
Banking Co., Bangor 


Merrill Trust Co., Bangor 


First Portland National 
Bank, Portland 


National Bank of Commerce, 
Portland 


MARYLAND 


Equitable Trust Co., 
Baltimore 


Fidelity-Baltimore National 
Bank & Trust Co., 
Baltimore 


First National Bank, 
Baltimore 


Mercantile-Safe Deposit & 
Trust Co., Baltimore 


Maryland Trust Co., 
Baltimore 


Union Trust Co. of Maryland, 
Baltimore 


MASSACHUSETTS 


Boston Safe Deposit & 
Trust Co., Boston 


(to be continued) 








Gross Earnings 


The department has shown 
an increase in revenue... 
of 9% 


New record 


Larger earnings added ma- 
terially to bank earnings 


Gross receipts greatest in his- 
tory 


Gross revenues almost dou- 
bled since 1945 and net profits 
increased fourfold 


Added substantially to the 
bank’s earnings 


$3,454,686 compared with 
$3,077,745 in 1954 


Income reached the highest 
level in our history 


Volume of Business 


Many wills have been filed. 
Total assets increased 12% 


Substantial volume of new 
business brought the total 
book value to a new record 
level (over $160,000,000) 


Trust Department enjoyed a 
new record year of growth 
as measured by the volume 
of trust commissions and by 
the book value of ‘trust assets 
Largest growth in history of 
the Department, not only be- 
cause of the . . . consolida- 
tion with the U. S. Trust Co., 
but because of more _ than 
normal growth 


The bank is trustee for both 
the new Mississippi River 
Bridge and Greater New Or- 
leans Expressway honds 


Trust assets $14,694,931 


Trust Funds $10,222,274 


Of the new accounts received 
seven were relatively large 
corporate accounts 


Number of active accounts 
increased 11% . Agency 
accounts increased in number 
and assets ... new pension 
& profit sharing trusts 

. .. A year of substantial 
growth and satisfactory re- 
sults ... marked progress in 
the acquisition of new busi- 
ness and in the total volume 
of active trust business ad- 
ministered . .. in all fields 


. Enjoyed a satisfactory 
year, increasing its business 


Trust, agency and other fidu- 
ciary accounts showed a net 
increase of $45,000,000 
against a net increase in 1954 
of $20,000,000 


The Trust Department is con- 
tinually expanding its opera- 
tions ... Of particular note 
is the increasing number of 
pension and profit sharing 
trusts 

A growing number of our 
friends find our services of 
great value 


Trusts reached a new high 
of $404,813,000, a net in- 
crease of $24,391,000 
Number of trust accounts al- 
so a new high ... Number of 
custodian accounts (not in- 
cluded above) remained the 
same and assets increased 
5%. A new minimum cus- 
todian service has been de- 
veloped ... Volume of estate 
planning required additional 
personnel and space... The 
Permanent Charity Fund 
now over $21,000,000 

over $600,000 of income was 
paid out in 1955 


Common Trust Fund 


Diversified Trust Fund A, the 
first common trust fund to be 
established in Kentucky, con. 


tinued to prove its usefulness § 


More small and medium-sized 
accounts have become partici- 
pants in our Common Trust 
Fund .. . value increased 
16% during the year 


October 31 completed the 
tenth full fiscal year of 
operation of Common Trust 


Fund A. $34,872,739 and 
1,504 accounts 
Common Trust Fund “A” 


completed tenth year Oct. 31 
. now exceeds $49,000,000 
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NAME 
FIRM’S NAME 
ADDRESS Criz. 


APPROXIMATE NUMBER OF EMPLOYEES 


A different type of program — tax exempt — under 
a new ruling of the U. S. Treasury Department. 


If your firm has an employee benefit plan or if you are considering 
one, you should read this booklet. It describes the new program 
designed to help firms with few employees — 5, 10, 100 or even 
more — to invest their pension or profit-sharing funds as soundly 
and as economically as the largest funds. 


For your free copy phone HA 2-7200, Ext. 492 
or 366 or use the convenient coupon below. 


PERSONAL TRUST DEPARTMENT 


Manufacturers Trust Company 
55 Broad Street, New York, N. Y. 


MANUFACTURERS TRUST COMPANY 
Pension Trust Division — Personal Trust Department 
55 Broad Street, New York 15. N. Y. 


I should like to receive a copy of your new booklet, “The Group Trust Program for 
Pension and Profit-Sharing Plans.” 








ZONE STATE 
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Newly decorated office 


in several buildings. 


Fiduciaries Elect 
Associated Trust Companies of Central 

California: 

President: Barth L. Ottoboni, trust of- 
ficer, Crocker-Anglo National Bank, San 
Francisco 

Vice Pres.: Donald T. Lauer, assistant 
vice president and trust officer, American 
Trust Co. 

Secy-Treas.: William E. Whisten, as- 
sistant trust officer, Bank of California 
N.A. 
Corporate 

Chicago: 


Fiduciaries 


Pres.: William P. Wiseman, vice presi- 
dent, trust department, Chicago Title & 
Trust Co. 

V. P.: Clair Furlong, vice president, 
Continental Illinois National Bank & 
Trust Co. 

Secy.-Treas.: Don H. McLucas, 
president, Northern Trust Co. 


vice 


s of Trust Department of Montgomery 
Norristown (Pa.) Bank and Trust Co. provide roomy arrange- 
ment of new walnut office furniture, flush ceiling lights, and new 
green carpet. Not shown are Trust Bookkeeping Department 
manned by 11 girls, and the library. The Trust Department, which 
administers over $50 million of trust funds, was formerly scattered 


Association of 





Neen enn ee 


Murals in new head office of First National Bank of Arizona. 
Phoenix, depict “The Foundation of Confidence” for 





Corporate Fiduciaries Association of Bal- 
timore City, Md.: 


President: Herman H. Hoene, trust of- 
ficer, Equitable Trust Co. 


Vice Pres.: Ernest L. Poyner, vice 


president, Union Trust Co. 


Secretary: Robert S. Middleton, cor- 
porate trust officer, Maryland Trust Co. 


Treasurer: T. Joseph Doyle, second 
vice president and corporate trust officer, 
Equitable Trust Co. 


a & & 


@® The Hanover Bank of New York has 
been awarded a certificate of “notable 
public relations achievement” in the 
banking, finance and insurance classifi- 
cation by the American Public Rela- 
tions Association in its 12th annual 
awards competition, for its handling of 
the Nashua sale last December. (See 
Jan. 756 T&E, p. 10.) 


Eastern New York State 
It’s 
The MANUFACTURERS NATIONAL 
BANK of TROY 


for 
Complete Banking 
and Trust Service 





A MARINE MIDLAND BANK 


Member Federal Deposit Insurance Corporation 





Co., 
depé 


ber 


Indians 
and white men. 


First National Bank of Arizona pho 
Celebrates 75th Anniversary | * 


The diamond anniversary of the First 
National Bank of Arizona was celebrated & 
with the official opening on January 219} 
of the new head office building, and the ™ 
publication of a 75th anniversary § 
brochure and an 8-page spread in the 


Arizona Republic. The $5-million 9-story 7 
head office building, of which the bank : r 
will occupy the first two floors and the i p 
basement, is the “first major office struc. ; 


ture to be built in downtown Phoenix in 
a quarter-century.” 


= 


Jad T aise tal 
i 
° 
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Murals depicting the ‘Foundation of 
Confidence” have been painted by} 
Phoenix artist Jay Datus along the en-| 
tire length of the main banking room to) He 
show the labors of both Indians and g cle 
white men to gain confidence through in- ¢ 
dustry and ritual. In summary, they de-] 
pict the progress of mankind in the? 
Southwest desert country. 


Ceramic murals by Texas muralist 
Buck Winn grace the outside entrances § 
and show the pattern of irrigation on ; ar’ 
the Arizona desert as well as the various f 
industries of the state. The artist placed Hl po 

{ 
' 





the 650 component tiles in a pasture and [7 
used an airplane to make sure the mural f 
was what he wanted. E 


Just before the official opening of the | 
new building, the bank was host to the | 
1,900 members of the community’s se!- 
vice clubs and women’s organizations at | 
a series of luncheons on the glass-el- J 
closed 9th floor of the new _ building. 
Twenty specially trained models served | 
as guides for conducted tours after each 
of the luncheons and throughout the 
month of January. 








TH 


First National Bank’s biggest growth 
in all its 75 years of expansion came it 
the last decade, when it expanded from 
five offices and less than $60 million it 
deposits in 1945 to the present 24 offices J 
(two more soon) and $164 million in de- 
posits. 
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ITRUST PERSONNEL CHANGES 


ALABAMA CONNECTICUT 
Anniston John P. Wheeler advanced to asst. Waterbury Edward G. Hazen elected vice presi- 
ANNISTON cashier and asst. trust officer. COLONIAL dent and trust officer; Carl Johnson, 
NATIONAL BANK Trust Co. trust officer, and Edward B. Sturges, 


real estate officer. 


Tuscaloosa Charles N. Maxwell, Jr., retired as 

First NATIONAL trust officer, being replaced by W. Cas- DELAWARE 

BANK OF TUSKA- sell Stewart in that capacity. Before 

LOOSA coming to Alabama, Stewart was trust Wilmington Lawrence F, Meehan appointed asst. 
officer of First-City Bank and Trust DELAWARE trust officer. 

Co. Hopkinsville, Kentucky, and with the personal trust Trust Co. 


rizona,f/™ department of Guaranty Trust Co., New York. He is a mem- 
























Indians jer of the Tennessee Bar. FLORIDA 
Jacksonville J. Theodore Johnson appointed vice 
= ARIZONA FLORIDA president and asst. trust officer in 
, NATIONAL BANK charge of Estates; Norman E. Stowe, 
ZONA Phoenix John S. Bundy, until recently trust vice president and asst. trust officer 
sary FIRST officer at First NATIONAL BANK of in charge of Trusts; Harry M. Wil- 
: NATIONAL BANK Omaha, Nebraska, has become trust son, Jr., vice president and asst. trust 
- First officer here. Gene Gamble appointed officer in charge of Investments. John- 
brated asst. trust officer. son is immediate past president of the 
» 215 Estate Planning Council of Northeast 
nd the aia Florida. William Hardin Goodman 
ersary ARKANSAS continues as vice president and trust 
rows » Hot Springs Otis Fisher named trust officer. officer in charge of the trust depart- 
story AK ANSAS ment. Irvin P. Golden and Frederick 
» bank y NATIONAL BANK J. Thompson appointed asst. trust of- 
nd the ficers. J. T. JOHNSON 
struc. t 
ide inl CALIFORNIA Miami Beach Dennis P. Clum and Glen E. Smith 
B los , i ee tl hae MIAMI BEACH First elected asst. trust officers, to adminis- 
os Angeles Wayne B. Crewell named asst. vice N B ; : an tiie a - i maa 
ion of SECURITY-F IRST president; Sheldon M. Collins, asst. ia aaeeeneaniti OF ee ee — ~ * d 
d bv NATIONAL BANK trust investment officer; and Rollin Renee SRO Sey ee eer 
ee B. Lane, Jr., asst. trust officer (all at pO. 
som to fy Head office). At the Long Beach office, Hiram A. Tucker, Jr., Tampa Kenneth C. Cross, Jr., named asst. 
s and ‘lected asst. trust officer. MARINE BANK trust officer. Since receiving his de- 
gh in. fi ta Jolla & Sen Di Denicl H. Borah: ee ee & Trust Co. gree from Stetson U. College of Law 
aie H Jolla an Diego Daniel H. Burnham, Jr., advanced to in 1952, he has practiced law. 
i the f SECURITY TRUST vice president and trust officer; Ken- 
; & SAVINGS BANK neth S. Walker (vice president and GEORGIA 
4 trust officer) transferred to La Jolla 
uralist [§ in order to have a qualified individual available for personal Augusta Elbert P. Peabody elected chairman 
ramos i contacts in the La Jolla and Northern San Diego County First NATIONAL of the board and Jack Burton named 
‘on on }@ areas. Millard W. Smith advanced to vice president and re- Bank & TrusT Co. president to succeed him; Glenn 
arious ; mains manager of the La Jolla branch. Lysle W. Kimsey ap- Hogan named asst. trust officer. 
~— \ pointed a trust officer at San Diego. Augusta Gardell Lewis promoted to trust offi- 
ok San Diego E. G. Merrill, Jr., vice president and GEORGIA RAILROAD cer; Richard Karraker to asst. trust 
” © Union TiTLe INsur- senicr trust officer, succeeds A. G. Bank & TRUST Co. officer. 
| ANCE & TRUST Co. Reader as head of the trust depart- on F. S. Taylor promoted to trust offi- 
of the 4 ment, the latter remaining as senior Fou ae 
to the ' Vice president and treasurer; David C. Schurch succeeds Mr. nin sien Basse be 
's set- @ Merrill as vice president and general counsel. ee ee 
aa HAWAII 
ss-en- fm 52n Francisco Frank J. Campbell retired as assistant 
ilding. § WELLS Farco vice president in the trust department Honolulu P. K. McLean elevated to chairman 
served BANK after 43 years with the bank. HAWAIIAN of the board and has been succeeded 
r each Trust Co. as president by U. J. Rainalter. 


it the 


ILLINOIS 
rrowth 
ime it 
| from 
jon in 
offices § 
in de- 


Chicago Raymond J. Benson and Maurice L. 
CENTRAL Brenner appointed asst. trust officers. 
NATIONAL BANK 











Chicago John J. Borland advanced to vice 
CONTINENTAL ILLI- president in the trust department. 

‘EDWARD G. HAZEN NOIS NATIONAL 

Waterbury BANK & TRUST Co. 
















WAYNE CREWELL 


E. G. MERRILL, JR. 
Los Angeles 


San Diego 





Aprir, 1956 


« oa 
JOHN J. BORLAND 
Chicago 


Chicago 
LIVE Stock 
NATIONAL BANK 
Cicero 
CICERO 
STATE BANK 
Decatur 
NATIONAL BANK 
OF DECATUR 
Herrin 
BANK OF 
HERRIN 
Kankakee 
First Trust & 
SAVINGS BANK 


Rockford 
AMERICAN NATL. 


BANK & TRusT Co. 


Springfield 
SPRINGFIELD 
MARINE BANK 


Elkhart 
FIRST 
NATIONAL BANK 


Rushville 
RusH CoUNTY 
NATIONAL BANK 


Wichita 
FOURTH 
NATIONAL BANK 


Lafayette 
FIRST 
NATIONAL BANK 


National Bank in 


Bangor 
MERCHANTS 
NATIONAL BANK 


Baltimore 
EQUITABLE 
TrusT Co. 


Baltimore 
FIRST 
NATIONAL BANK 
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Jos. E. Morris 
New York 


EBEN W. PYNE 
New York 


J. W. Mills named asst. trust officer. 


John P. Stock, Jr., advanced to trust 
officer. 


Lyle H. Whitledge made an asst. trust 
officer. 


H. A. Whittenberg promoted from 
cashier to executive vice president and 
trust officer. 


Fred H. Zeisler promoted to executive 
vice president and trust officer; Law- 
rence Y. Lucey, Omer Tetrault and 
Henry Eden to asst. vice president 
and asst. trust officer. 


David G. Morgan, Jr., named asst. 
trust officer, having been formerly 
with American National Bank of 
Pekin. 


James E. Haynes elected assistant 
cashier, and P. W. Vance a vice presi- 
dent and trust officer. 


INDIANA 


Thomas E. Blackburn appointed asst. 
trust officer. 


Miss Frances E. Jobe promoted to 
asst. trust officer. 


KANSAS 


Earle H. Loveless, Jr., joined the bank 
as asst. trust officer. 


LOUISIANA 


Walter W. Schroeder became presi- 
dent succeeding A. Dennis Landry, 
president and trust officer. Schroeder 
was formerly vice president of First 


Dallas, Texas. 


MAINE 


Elizabeth N. Trefethen named trust 
officer. 


MARYLAND 


William R. Howard, Jr., named asst. 
trust officer. 


Edwin A. Walten, Jr., became asst. 
trust officer. 


Frederick 
WESTERN MARY- 
LAND TRuST Co. 


Boston 
BosTON SAFE DE- 
POSIT & TRUST Co. 
Springfield 
UNION 
Trust Co. 


Muskegon 
HACKLEY UNION 
NATIONAL BANK 


Duluth 
First & AMERICAN 
NATIONAL BANK 


Gulfport 
HANCOCK BANK 


Kansas City 
COMMERCE 
TRUST Co. 


Billings 
MIDLAND 
NATIONAL BANK 
Billings 
SECURITY TRUST 
& SAVINGS BANK 


v. Vernon Summers named trust off. 
cer, and Paul E. Smith, asst. trus; 
officer. 


MASSACHUSETTS 


Prescott L. Kettell and Alcid H. Sim. 
mons advanced to trust officer. 


Earle F. Robbins promoted to trust 
officer. 


MICHIGAN 


Merritt W. Kimball elected vice presi. : 
dent and trust officer. ; 


MINNESOTA 


Thomas M. Spencer promoted to asst, : 


trust officer. 


MISSISSIPPI 
N. L. Goodwin advanced to vice presi. § 
dent and trust officer. 


MISSOURI 


Newly elected asst. trust officers are 


Edward J. Walleck and Murray F.— 7 


Wilson. 


MONTANA 


T. S. Wilkins appointed asst. trust 
officer. 


O. M. Jorgenson, president and trus 
officer, advanced to chairman of they 
board of directors, and will continueyy 
in active management of the bank. RB. 


M. Waters advanced from first vice president to president 
to succeed him. H. D. Todd remains as cashier and asst. 


trust officer. 


Lincoln 
CONTINENTAL 
NATIONAL BANK 


Omaha 


Newark 
NATIONAL STATE 
BANK OF NEWARK 
Plainfield 
PLAINFIELD 
TRUST Co. 
Trenton 
TRENTON 
BANKING Co. 


New York 
City BANK 


FARMERS TRuST Co. 


NEBRASKA 


Donald J. Mathes made a trust ofi-§ 
cer. 


See Phoenix, Arizona. 


NEW JERSEY 


F. Joseph Elsener and Robert G. Me- 
Cormack promoted to trust officer. 


Donald D. Carpenter, head of the i-§ 
vestment department, promoted to vice 
president. 
Theodore H. Warner named trust of 
ficer. 


NEW YORK 


Eben W. Pyne appointed executive 
vice president and director; Joseph E. 
Morris, executive vice president. Pri! 
to this Mr. Pyne was vice president! 


and assistant to the president, while Morris was a vice pres 


dent. 


Bascom H. Torrance, vice president, was given the addi- 
tional title of Chairman of the Trust Investment Committet, 
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and Alexander W. McGhee, vice president, given the addi- 
ional title of treasurer. 


Rochester 
CENTRAL 
Trust Co. 


Lawrence Broadhurst in the invest- 
ment department named asst. trust 
officer. 


NORTH CAROLINA 


Durham 
MECHANICS & 
FARMERS BANK 


Greensboro 
SECURITY 
NATIONAL BANK 


Roxboro 


PEOPLES 
BANK 


Wadesboro 
FIRST 
NATIONAL BANK 


§ Cleveland 


CENTRAL 


| NATIONAL BANK 
rs are , 


| Dayton 


WINTERS NATIONAL 
BANK & TrRuST Co. 


First 
NATIONAL BANK 


Portland 


First 
NATIONAL BANK 


| Erie 


MARINE NATIONAL 
BANK OF ERIE 


§ McKeesport 


First 
NATIONAL BANK 


Philadelphia 
PROVIDENT 
Trust Co. 


Walter E. Ricks elected an asst. trust 
officer. 


Harrell Pope, a graduate of Duke U. 
in 1940 who had been engaged in the 
practice of law heretofore, appointed 
a trust officer. 


D. S. Brooks elevated to vice presi- 
dent and trust officer. 


George K. Craig became executive 
vice president and trust officer; John 
K. Tyson, asst. cashier and asst. trust 
officer. 


OHIO 


Charles D. Meckes elected trust officer. 
Beginning at Central National in 1936 
as a messenger, Meckes returned to 
the bank in 1945 after serving with 


tthe U. S. Army in the Alaskan and European theaters, and 
Flas held administrative positions in the corporate trust de- 
\jartment where he most recently served as a pension and 
) ofit sharing analyst. 


Allen J. Martin is a newly named 
trust officer. (Incorrectly reported 
last month as with the Third Na- 
tional Bank & Trust Co.) 


W. W. Harper named asst. trust offi- 
cer. 


OREGON 


Allan C. Finke advanced to trust of- 
ficer. 


PENNSYLVANIA 


Merle F. Wadlinger appointed trust 
officer. 


Leo F. Battista joined the bank as 
asst. trust officer, having formerly 
been with Mellon National Bank in 
Pittsburgh. 


Richard G. Kinscherf, Jr., appointed 
trust officer, and Frederic E. Mygatt, 
3rd, asst. trust officer assigned to 
estate planning division. Kinscherf 


had been with the ConNECTICUT BANK & Trust Co., Hart- 
ford, in the business development division of the trust de- 
partment; Mygatt, a new business representative in the trust 
department of BANKERS TrusT Co., New York. 


Phoenixville 
Farmers & MER- 


APRIL 1956 


Lloyd W. Stover is the new presi- 
dent and trust officer, succeeding 


CHANTS NATL. BANK’ Charles W. Bothwell, now chairman. 









C. D. MECKES Rost. R. CALPASS FOSTER M. MOHNEY, Jr. 


Cleveland Pittsburgh Pittsburgh 
Pittsburgh R. Harold Auen and Elmer F. Strie- 
COMMONWEALTH peke elected trust officers. 
Trust Co. 
Pittsburgh Two new assistant vice presidents in 
FIDELITY the trust department are Robert R. 
TRusT Co. Calpass and Foster M. Mohney, Jr., 


both advancing from trust officer. 
Calpass became affiliated with Fidelity in 1920; Mohney in 
1928. 


SOUTH CAROLINA 


Greenwood Dewey H. Johnson elevated to the 
STATE BANK newly created office of chairman of 
& Trust Co. the board; D. Wellsman Johnson pro- 


moted to president; S. Whitfield 
Perry named assistant president and trust officer. 


SOUTH DAKOTA 


Yankton Lucy Frency elected trust officer, suc- 
First DAKOTA ceeding the late P. E. Brennan. 
NATIONAL BANK 


TENNESSEE 

Knoxville F. Curtis Allen advanced to senior 
HAMILTON vice president, Edward B. Phillips to 
NATIONAL BANK trust officer. 

TEXAS 

Dallas Joe T. Fox elected asst. trust officer, 
FIRST having resigned recently as right-of- 
NATIONAL BANK way engineer for the City. He holds 


a B.S. degree in civil engineering from 
Southern Methodist U. 


Houston Scott W. Hudson elected an asst. trust 
TEXAS officer. 
NATIONAL BANK 


UTAH 
Salt Lake City Reese M. Reese appointed an asst. 
UNION BANK trust officer. 
& Trust Co. 
Salt Lake City D. E. Judd moved up from vice presi- 
UTAH SAVINGS dent to executive vice president; re- 
& Trust Co. placing Mr. Judd as vice president 


will be Grant G. Bryan, who also 
serves as trust officer and asst. secretary. Judd will continue 
as trust officer and secretary. 


VIRGINIA 
Farmville J. M. Watkins succeeds Isaac C. Glenn 
PEOPLES as cashier and trust officer, the latter 
NATIONAL BANK becéming executive vice president; S. 
P. Glover named asst. trust officer. 
Richmond Francis B. Williams elevated to trust 
VIRGINIA officer; Clifford L. Bussells, Jr., newly 
Trust Co. elected trust officer. 
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EMPLOYMENT EXCHANGE 
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Address correspondence to Trusts 
and Estates, 50 E. 42nd St., New 
York 17, attention Employment Ex- 
change; ‘with code number. 


Bank in Southern Florida is looking 
for man experienced in trust operations. 
63-2 

Eastern Pennsylvania bank with grow- 
ing trust department has opportunity for 
young man in trust new business devel- 
opment and estate planning. 63-3 


Trust executive with 25 years diversi- 
fied experience desires to relocate. See 
ad S-63-1 

Florida trust department seeks young 
man with trust administration experi- 
ence. See ad H-64-1 


Boston trust department needs ad- 
ministration officers with legal back- 
ground. See ad H-64-2 

Expanding trust department in rapidly 
growing city offers unusual opportunity 
for trust officer. Write R. Duphorne, 
First National Bank in Albuquerque, 
N. M. 


Head of small trust department seeks 
senior position in medium size city. See 








POLK'S. 
Bauk Ge 


is a 
Complete library 
on 
BANKS, BROKERS 
LIFE INSURANCE 
COMPANIES 


and other 
financial 
agencies 


Order Your 
Copy Today 
R. L. POLK & CO. 


NASHVILLE 3, TENN. 
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Trustman with promotional experience 
wanted to head established trust depart- 
ment in fast growing city with excellent 
growth possibilities. Starting salary 
$10,000. 64-3 


Attorney-Certified Public Accountant, 
30, married, desires position with ad- 
vancement possibilities in trust depart- 
ment or insurance company, preferably 
in Houston area. 64-4 


A A A 
MERGERS and CHANGE OF NAME 


Winter Park, Fla.—FLorIpA BANK & 
TRUST Co. converted to a national bank 
and is now known as the First NATIONAL 
BANK at Winter Park. 


Paterson, N. J. — County BANK & 
Trust Co. and the CITIZENS TRUST Co. 
combined operations under the name of 
COUNTY BANK & TrRuST Co. 


Houston, Tex.—First NATIONAL BANK 
and City NATIONAL BANK have merged 
under, the title of First Ciry NATIONAL 
BANK. The new institution, with assets 
totalling over $700 million, thus ranks as 
the third largest bank in the southwest 
and 36th largest in the nation. Top ex- 
ecutive officers will be James A. Elkins, 
Sr., senior chairman of the board; W. 
A. Kirkland, chairman; and James A. 
Elkins, Jr., president. The trust de- 
partment will be headed by Fred P. 
Hamill and Carroll D. Simmons, who 
hold the title of vice president and senior 
trust officer. 


A A A 
NEW TRUST POWERS GRANTED 


Huntington, Ind. — First NATIONAL 
BANK. 


North Tarrytown, N. Y. — First Na- 
TIONAL BANK. 


A A A 
IN MEMORIAM 


Don R. CAMERON, a director and for- 
mer head of the trust department, UNION 
BANK & Trust Co., Los Angeles. 


ADAM LIEBLER, assistant vice president 
and trust officer of ELIZABETHPORT 
BANKING Co., Elizabeth, N. J. 


ROBERT G. REED, assistant vice presi- 
dent and trust officer of REEVES BANKING 
& Trust Co., Dover, Ohio. 


A a2 & 


@ 2,000 years of experience in 28 pro- 
fessions and types of business are repre- 
sented by the 42 former executives who 
make up St. Louis’s Experience, Inc. 
Founded by William Charles and A. P. 
Greensfelder, the organization has for 
three years made its accumulated wis- 
dom _ available individually or in 
groups — to help young business men or 
civic, charitable and commuity organiza- 
tions. Neither Experience, Inc. nor its 
members receive compensation for ser- 
vices. 


ALLNRUNL TANNA _ 


NEW FINANCIAL GIANT 


Photograph of detailed model shows pro- 
posed Chase Manhattan building project as 
it will appear from south. Pine Street is in 
foreground, William Street to right of plaza. 
Building to left of new 
model is model of present head office of 
Chase Manhattan at 18-20 Pine Street. (For 
earlier details see p. 16 of Jan. issue of T&E. 








TRUST OFFICER 


Personal Trust and Estate Administration. 
Age 39. 12 years experience. Head of 
small department. Seeks senior position 


medium size city. Salary $10,000. 


Box S-64-5, Trusts and Estates 
50 East 42nd Street, New York 17 








TRUST DEPARTMENT 


Rapidly growing Trust Department of 
Boston Bank needs additional administra 
tion officers. Legal or trust administrative 
experience necessary. Men in thirties pre: 
ferred. Original inquiry should include 
outline of education, experience and ex: 
pected salary. 

Box H-64-2, Trusts and Estates 

50 East 42nd St., New York 17 








FLORIDA BANK 
Southeastern Section 


Has excellent opportunity for a young 
man qualified to supervise trust and es 
tate accounts. Suggest age 30 to 40. Ex 
perience needed in trust administration, 


tate taxes and trust accounting. Official 
title will be given commensurate with 
ability. 


ment with an intensive new business 


tunity for advancement unusually good 


with this bank. 
Box H-64-1, Trusts and Estates 
50 East 42nd St., New York 17 


with larger trust department. Best refer- }f 
ences, including present employer. Prefer |f 


™ TTT ee ae 
content rors we re: 
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estate settlement, federal income and es : 


This is a rapidly growing Trust Depart || 
development program in progress. Oppor || 


for a man desiring a permanent career }j 
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legislation Affecting 
Trusts and Estates 


KENTUCKY 


HB. 7: Increases dower and curtesy 
m one-third to one-half surplus real 
state of which decedent spouse was 
ied of an estate in fee simple at the 
time of death, but preserves portion at 
me-third of any real estate of which 
sized during coverture but not at death; 
amendment also applies to share in rents 
fom date of death until assignment of 
interests; also provides that survivor 
who takes against will shall be limited 
to life estate in one-third of real estate. 


H.B. 252: Amends order of descent of 
yal estate to advance spouse of intestate 
to fourth group (after children, parents 
and brothers and sisters. 


H.B. 362: Provides that adopted child 
shall be considered natural child of adop- 
tve parents for purposes of inheritance 


Bs and succession, and shall have no per- 
fice of nal or property rights in relation to 
t. (Forfmutural parents except where natural 
of TRE. BF rent is spouse of adoptive parent. 
~ {| H.B, 492: Exempts pension and other 
wa cnuployee trusts from rules against per- 
petuities and suspension of power of 
; alienation. 
ry S.B. 53: Increases from $500 to $1,000 
sition |@S"" Which may be paid to person under 
refer- [fm disability without appointment of guar- 
refer |@dian or committee. 
3 
5 MARYLAND 
__!f) Ch. 26: Permits minors not less than 
515 years of age at nearest birthday to 
<tieeeeentl 
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nt of 
ristra- 
rative 
s pre: 
clude 


id ex: 


young 
id es 
). Ex 
ation, 
id es 
fficial 


with 


epart- 
siness 
)ppor- 

good 
vareer 


Bp contract for life or accident and sickness 
= insurance. 


NEW YORK 


Ch. 35: Permits gifts of securities to 

minors under prescribed conditions. 

Ch. 54: Revises compensation of ex- 
Hccutors, administrators and guardians; 
stew schedule of rates, effective July 1, 
1956, (with special provisions as to fidu- 
H aries acting prior thereto) is 4% on 
a first $10,000 of assets received and paid 
pout, 246% on next $290,000, 2% on ex- 
: cess. Also clarifies provision for manage- 
@™ent of real estate, compensation for 

such services to be 5% of gross rents, 
with only one such additional commission 
‘trespective of number of fiduciaries. 


PENNSYLVANIA 


Act 294: Empowers nonprofit cor- 
Porations to transfer assets to corporate 
rustee under revocable trust. 


_Act 314: Repeals Orphans’ Court Par- 
ition Act of 1917 as to real estate of 
Post-1949 decedents inasmuch as situa- 
ton is covered by Section 734 of Fidu- 








Sa aentl 
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laries Act of 1949, 
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if 














Numerous changes are made in the 
following general statutes by the par- 
enthetical Act number: Register of 
Wills (321), Orphans’ Court (322), In- 
testate (327), Wills (346), Estates 
347), Fiduciaries (352), Fiduciaries In- 
vestment (368). 


New Incompetents Estates Act has al- 
so been enacted. 


SouUTH CAROLINA 


Act 667: Permits gifts of securities 
to minors under prescribed conditions. 


VIRGINIA 


H.B. 62: Repeals Code Section 64-58 


Staff Training at the 
Midland Bank 
a Model Program 


During 1955 The Midland Bank Lim- 
ited, one of England’s great banking in- 
stitutions, “enjoyed the privilege of re- 
ceiving visits from leading bankers in 
all parts of the world” and undertook to 
“pnrovide training facilities for young 
men from many of our correspondent 
banks,” according to the Statement by 
the Chairman, the Right Hon. Lord 
Harlech, on the Report of the Directors. 
The ability to provide such training has 
grown out of the bank’s program for 
training its own staff of over 17,000 men 
and women, and began in 1940 as a war 
measure for junior staff members re- 
placing those then joining the armed 
forces. It has been continued and en- 
larged, has trained more than 12,000 new 
employees and 10,000 other staff mem- 
bers, and now trains 2,200 each year. 
There are training branches in six com- 
munities, each teaching 25 to 50 trainees 
at a time, and a residential college at 
Oxted in Surrey with capacity for 30. 


Recruits are taught in groups of six 
and their course is planned for six weeks 
although extra time is allowed if needed. 
Early training is designed to cover the 
whole of branch bookkeeping. Visual aids 
range from blackboards to educational 
films, but the most important aid to in- 
struction consists of the model branch at 
every training center. These are equipped 
with books of account, forms and office 
machinery, and have properly furnished 
counters with cash in the tills. A typical 
day’s work is provided and has to be 
dealt with as though the actual transac- 
tions were taking place. 


Since young men are called into the 
armed services these days before they 
have been long with the Bank, a refresher 
course of about three weeks is provided 
on their return, and for men who have 
been doing specialized work at Head Of- 
fice or a large branch and are returning 
to more general banking duties. 


Suitable candidates are offered another 
training period in preparation for work 


providing for revoking of will by reason 
of marriage. 

H.B. 101: Revises order of descent of 
real estate to advance consort of intes- 
tate to second group (after descendants). 


Ch. 83: Broadens class of public se- 
curities in which fiduciaries may invest. 


A A A 


@ L. Burwell Gunn, vice president and 
trust officer of the State-Planters Bank 
of Commerce and Trusts, Richmond, Va., 
spoke last month to the Junior Class 
Seminar at the School of Business Ad- 
ministration of the University of Rich- 
mond, on “Trust Work as a Career.” 


as tellers or securities clerks. Securities 
clerk candidates use photostats of deeds, 
life policies, stock and share certificates, 
bonds and other documents of value. The 
training generally occupies five weeks 
and includes visiting lecturers from Head 
Office, quizzes and question bees, and 
short talks by the students themselves. 


From time to time members of the 
staff are selected for special training, 
in which event the Training Department 
is called upon to map out a course to meet 
the needs of an individual. 


The advantages of a period of resi- 
dence are available to those whose train- 
ing is at advanced stages through the 
facilities of the bank’s residential college 
opened at Oxted in 1948. The senior 
course lasts seven weeks and is attended 
by twenty to thirty men. The course de- 
velops in three main directions. First, 
the management requirements for differ- 
ent kinds of accounts are examined, in- 
cluding accounts in the name of trustees 
and executors. The consequences of bank- 
ruptcy, liquidation, decease or with- 
drawal of partners or directors, lunacy 
and powers of attorney are studied. Sec- 
ond, the Bank’s lending practice is in- 
vestigated and the procedures learned. 
In the third place, attention is given to 
the Overseas Branch, the operation of 
the Money Market, the Stock Exchange 
and similar services. 


At Oxted courses for managers, usual- 
ly lasting ten days, also are held. These 
are attended by branch managers selected 
on a geographical basis and the General 
Manager for the region controls the 
course. 


The importance of this training system 
is recognized by top management. Lord 
Harlech has previously stated, “I re- 
gard it as one of my main concerns 
as Chairman to keep in close touch with 
these arrangements through personal 
visits, several times a year, to our resi- 
dential college at Oxted. Other directors 
have visited the college from time to 
time, and many of our senior officials 
assist in the conduct of the courses pro- 
vided there.” 
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ON THE PUBLICITY FRONT 


Newspaper Advertising 


“Where will your executor be . . .?” 
inquires an ad from Hamilton National 
Bank, Chattanooga, which pictures a 
businessman striding in front of a 
pagoda. The text discusses how such 
location—or other impediments to ac- 
tion—are “possible” with an individual 
executor but “impossible” with the 


bank. 


“She still plays in the 80’s” headlines 
an ad from Seatile-First National Bank 
which pictures a woman on the golf 
course. “A properly planned estate pro- 
vided this financial independence.” The 
text offers assistance in arranging “for 
your estate to pass to members of your 
family and other heirs efficiently and 
economically.” It suggests that the 
reader ask his attorney about the bank’s 
services. 





STILL 


A 8 SW i — 1 


A PROPERLY PLANNED ESTATE 
PROVIDED THIS FINANCIAL INDEPENDENCE 


We will be happy to recom- 
mend how you can make ar- 
rangements for your estate 
to pass to members of your 
family and other heirs effi- 
ciently and economically. 
Ask your attorney about 
our services. 





TRUST DEPARTMENT NATIONAL BANK 








“The Wishing Will,” says an ad from 
National Newark (N.J.) & Essex Bank- 
ing Co. “is the Will vou think about .. . 
but you never do anything about it.” 
The comment advises the reader to 
“make that will now.” The advertise- 
ment makes skillful use of the pun on 
the widely known phrase “the wishing 
well.” 


“Suppose there were no life insur- 
ance * quotes First Pennsylvania 
Banking & Trust Co., Philadelphia, 
from a conversation with a customer. 
The ad is directed toward life under- 
writers and uses hypothetical situations 
to illustrate why the bank believes “your 
product offers the only way to create 
or increase an estate quickly. A good 
way, too...” 

“Don’t cross out part of your will” 
advises Hibernia National Bank, New 
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Orleans, in abrupt, attention-getting 
fashion. The text tells how one man 
crossed out the name of his mother as 
beneficiary and his brother as executor 
and wrote in the name of his niece in 
both places, the result being that the 
court ruled he died intestate. 


1?? 


“Warning . see your lawyer! 
Rhode Island Hospital Trust Co., Prov- 
idence, charges its readers. The warn- 
ing is backed up by short paragraph 
incidents drawn from the Company’s 
87 years’ experience with wills and es- 
tates each of which shows why the 
reader should spend time with his law- 
yer to prepare his will. “The cost in 
time and money now is not nearly as 
much as it may be later—for his fam- 
ily.” 

“Grief case?” inquires an ad directed 
to attorneys by Tradesmens Bank & 
Trust Co., Philadelphia, which employs 
the pun technique, printing the words 
against the background of a brief case. 
The text explains that the latter can 
become the former “when it includes 
extra, non-legal problems such as _ the 
handling of investments for himself or 
his clients.” 


“The most important shot . . . (is) 
the next one” advises a current 
advertisement of Fiduciary Trust Co., 
New York, which quotes the answer 
from a famous golfer and applies its 
philosophy to the problem of investing. 
It’s illustrated with a close-up view of 
a golf club bag-and the green in the 
background. 


“Mr. Investor . . . Will Automation 
catch you napping?” inquires Rhode 
Island Hospital Trust Co., Providence, 
in an ad which pictures a huge robot 
looking down on the investor who sits 
nodding over his newspaper. The text 
explains that automation “took big 
strides in °55,” and that an investor 
who hasn’t “got 8 hours to spare — 
every day” can obtain advisory service 
from the bank’s investment men who do 
spend all their time on the subject. A 
booklet is offered. 


“Time hurries on,” comments Central 
National Bank, Cleveland, in an ad 
which tells of a customer’s incredulity 
that it could be five years since his last 
will review. He had been just plain too 
busy. . . “But the truth is no man can 
afford not to notice or to be too busy.” 


“Will they always be so carefree?” 
inquires a current ad from Fort Worth 
National Bank with a picture of chil- 


dren enjoying an outdoor playground, 
The text relates how a casual conversg. 
tion at the playground resulted in “Jin 
Jackson” pondering on his own chi. 
dren’s future, discussing the matter with 
his life underwriter, and planning , 
complete, well rounded life insurance 
program. The life underwriter showed 
him how the bank as executor and 
trustee could “make certain that the 
life insurance proceeds were not lost or 
mismanaged by a lack of experience and 
judgment.” 











“Will they always be so free?” Illustration 
from Fort Worth National Bank trust de- 
partment ad. 

“Think of Peoples first . . . for corpo: 
rate trust services in Pittsburgh” ad- 
vises an advertisement from Peoples 
First National Bank & Trust Co.. Pitts. 
burgh, which had national coverage. 
The bank supported its claim to “com 
plete facilities for the handling of trust 
affairs” by listing its services to corpo: 


rations and quoted a figure for total 
funds held in trust at the previous yearf 


end. 

“When there’s an executive job to 
fill . . . your bank may help you to 
find the right man,” an ad of Marine 
Midland Trust Co., New York, points 
out. The text comments on a commer 
cial bank’s wide knowledge of businesses 
and people, and concludes, “So use your 
bank for more than just collecting 
checks or borrowing money. Use its di 
versified business knowledge. You ma} 
be surprised at just how much youl 
bank relationship can mean as a source 
of business information and assistance. 


“If you. could, would you choos 
yourself as an executor?” This questio! 
is the theme of a new advertising pre} 
gram, including folders, posters and 
newspaper advertisements, prepared by 
the Pennsylvania Bankers Association 
Educational Foundation. The 
which is spelled out in the theme, pre 
sents the legal and factual rather than 
the sentimental side of the question. al 
points out that most people would n0 
want to be executors, nor would the! 
wish to burden their friends and rela 
tives, if they realized the consequences 
The material pictures the reader exal 


answel. 
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CSTATE 






ining himself in a mirror and the poster 
comments, “You'll look better to your- 
gif when you have an up-to-date will, 
dawn by your attorney, naming this 
hank your executor.” 





‘Would you choose yourself as an execu- 
or?” — Pennsylvania Bankers Association 
booklet. 


Forums 


A women’s forum at which “hus- 
bands are welcome” has been scheduled 
ty Title Insurance & Trust Co., Los 
\ngeles, for April 24 and 25. The topic 
vill be “Estate Planning and the Re- 
alting Legal Relations” and the two 
meetings will be identical except that 
the former will be held in Los Angeles 
ad the latter in Pasadena. No admis- 
don ticket is needed and those interested 
ae invited to attend either meeting. 


The “Rights of a Wife in Property 
Willed by her Husband” will be dis- 
cussed by Thomas A. Baird, attorney, 
ad “The Relationship of a Widow to 
the Administration of her Husband’s 
state” by Charles M. Walker, attorney. 
The final address on the subject of 
‘How to go about Planning your Estate, 
including Planning your Will” will be 
presented by William R. Spinney, assist- 
ant trust officer and manager of the es- 
late planning department of the trust 
company. The sessions will be held in 
he afternoon with a question period 
ter each address and a short recess 
letween the second and third speakers. 
lhe sessions are a continuation of the 
‘ries of forums which are well estab- 
lished features in the trust company’s 
public relations program. 


Booklets 



























































The various investment management, 
agency and custodian services at The 
Vorthern Trust Co., Chicago, are de- 
«tibed in a newly published booklet. 
“A Personalized Management Program 
lor Your Investments.” The booklet is 
printed in four colors, illustrated by 
line drawings, and is prepared for 
people “who cannot or do not wish to 
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devote the time required for efficient 
management of their investments.” 


“Your Job with the First National” 
was recently released to employees at 
First National Bank, St. Louis, who can 
learn from it the bank’s history and 
services, the fringe benefits available to 
employees, and the rules of good con- 
duct toward customers. It features a 
cartoon character based on the bank’s 
trademark. 


An effective tie-in with the best mo- 
tivations of family life appears in a cur- 
rent folder from U. S. National Bank, 
Portland, Ore., headed “ .. . until death 
us do part is not enough.” The text, of 
course, discusses how a man can con- 
tinue to protect his wife by provisions 
in his will, including naming the bank 
as executor. 


“Education .. . Training . . . Keys to 
Better Jobs” is an illustrated leaflet 
which Chase Manhattan Bank, New 
York, produced by reprinting parts of 
an article in the October 1955 issue of 
the house magazine. The leaflet de- 
scribes on-the-job training, special in- 


bank training activities, the Special 
& I 

Training Force of experienced em- 

ployees and college graduates. the 


senior high school program for after- 
school work and training, and_ the 
bank’s support of employees in outside 
courses. The leaflet is concise, stimula- 
ting and useful both for employees and 
employee prospects. 

“The Perilous Chair” of King Ar- 
thur’s court — from which destruction 
would come to any but the right man 
who sat in it—is likened to the posi- 
tion of an executor in the current issue 
of Montreal Trust Co.’s “Forethought.” 

In “Comments today’s estate- 


planning problems” American National 
Bank & Trust Co.. Chattanooga. dis- 


on 





cusses the question: How Much Insur- 
ance Now Needed for Taxes? The 
amount of insurance is related here to 
the effects of marital deduction, to the 
uncertainty that the wife will be the 
survivor, and to the changes in the 
1954. Revenue Code affecting life insur- 
ance. The 4-page folder is designed not 
for the professional, but for the ordi- 
nary estate owner. 


“Are you ‘missing plenty without a 
Will?” is the topic of the current issue 
of Union & New Haven (Conn.) Trust 
Co.’s “Journal.” The importance and 
value of a will are discussed in a three 
page article and also summarized in a 
table that covers fifteen points regard- 
ing which the possession of a will is an 
advantage. 

TV 

On April 15, when the Yankees and 
the Dodgers will play an exhibition 
game, Red Barber will interview a 
couple of players for the initiation of 
a new TV series for Bankers Trust Co., 
New York. Interviews on Bankers’ pro- 


gram will precede and follow each 
game at the Stadium this season. 


Window Displays 

The wills of Charles Lounsbury. 
George Washington and Robert E. Lee 
were featured in a window display pre- 
sented by Third National Bank & Trust 
Co., Dayton. Cards bearing quotations 
from each will were flanked by similar- 
ly framed pictures of Washington and 
Lee. One sign read, “See your lawyer 
. . . Make your will”; another pointed 
out that “the services of our trust de- 
partment are available to your lawyer 
in the planning of your estate”; and a 
third simply stated that the presenta- 
tion was sponsored by the bank’s trust 
department. 












‘Window display at Third National Bank & Trust 
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Co., Dayton. 


FEDERAL TAX NOTES 


SAMUEL J. FOOSANER 
Foosaner, Saiber & Schlesinger, Newark, New Jersey 


INCOME TAX 


Decedent’s distributive share of in- 
come for partnership year ending after 
death taxable to estate. Decedent was 
partner in firm which reported income 
on fiscal year basis, from October 1 to 
September 30. Decedent died on August 
9, 1943. Partnership agreement provided 
for continuation of business by remain- 
ing partners in event of death of one. 
Executrix included in decedent’s final 
income tax return for period January 1, 
1943 to August 9, 1943 distributive 
share of partnership income for year 
ended September 30, 1943. Later, timely 
elaim for refund was filed based upon 
non-inclusion of distributive share in 
final return. Commissioner denied re- 
fund. 


HELD: For taxpayer. Partnership 
did not terminate by death of partner, 
and therefore it continued to end of its 
normal accounting period. Distributive 
share of income, as determined by such 
period which ended after decedent’s 
death, was taxable to estate. Grant v. 
Busey, 6th Cir., Feb. 14, 1956. 


Cash surrender value of life insur- 
ance policy subject to tax lien. Prior to 
decedent’s death Commissioner had 
served upon him notices of deficiencies 
in income taxes for prior years. Among 
assets in estate were seven insurance 
policies with cash surrender values in 
excess of $22,000.00. District Court held 
tax liens could be satisfied out of pro- 
ceeds of policies to full extent of cash 
surrender values of policies at time tax 
liens attached. 


HELD: For Commissioner. Here lien 
had attached to surrender values dur- 
ing decedent’s life. It was, therefore, 
transferred “pro tanto” to proceeds, into 
which “surrender values” entered and of 
which they became part. U. S. v. Behr- 
ens, 2nd Cir., Feb. 15, 1956. 


Creation of one or more trusts depend- 
ent upon intention expressed in trust 
instrument. Trust deed was originally 
executed for equal benefit of seven 
named grandchildren. Before time for 
filing of fiduciary income tax return, 
eighth grandchild was born, and there- 
upon trustors caused existing trust 
funds to be valued, and there was paid 
over to trustee additional sum equal to 
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one-seventh of such ascertained value. 
Income tax return as originally filed 
reported income from trust and single 
one hundred dollar exemption was 
claimed. Later refund claims were filed 
based upon eight separate trusts and 
exemptions. Commissioner’ disallowed 
claim. 


HELD: For Commissioner. Whether 
settlors created one or more trusts de- 
pends upon intention disclosed in writ- 
ten instrument. Here trust deed referred 
to “trust” in singular. Expressed in- 
tention to create one trust was not re- 
butted by other provisions in trust in- 
strument. Interest which was to go to 
surviving grandchildren was equitable 
ownership of beneficiary and not legal 
title. It was possible for beneficiary to 
receive in trust portion of “share” of 
deceased beneficiaries. Moreover, trust 
was not to terminate upon death of 
beneficiary. Fort Worth National Bank 
». U..S.,. DS. SD. Tex., Jan: 26, 1956. 


Beneficiary of life insurance proceeds 
subject to transferee liability. At time 
of decedent’s death, his estate was in- 
solvent. Seven years prior thereto, he 
had taken out $25,000.00 of life insur- 
ance. All premiums had been paid by 
him and he had retained all incidents 
of ownership in policies. Commissioner 
claimed decedent’s spouse, who was bene- 
ficiary of policies, was liable as trans- 
feree for unpaid income taxes, addition to 
tax and interest. In support of claim he 
asserted that insurance proceeds, to ex- 
tent of their cash surrender value, con- 
stituted property of estate. 


HELD: For Commissioner. Govern- 
ment may follow property of transferor, 
including life insurance proceeds, into 
transferee-beneficiary’s hands in order 
to collect taxes due, where transfer left 
estate insolvent. This is rule notwith- 
standing limitations of state law ex- 
empting life insurance proceeds from 
claims of insured’s creditors. Wendell v. 
Comm., T.C. Memo 1956-40, Feb. 23, 
1956. 


ESTATE TAX 


Debts and taxes chargeable to estate 
prior to distribution of residue. Dece- 
dent’s will provided that all of hi8 debts 
were to be paid out of his estate as soon 


after his death as may conveniently be 
done. By codicil to will he later be. 
queathed to his wife undivided one-third 
interest in residue of estate. Commis. 
sioner determined that marital deduc. 
tion for one-third of residue should be 
computed by first reducing entire resi. 
due by debts, charges and taxes. Execu- 
tors claimed bequest constituted general 
legacy not subject to abatement until 
residue was exhausted. 


HELD: For Commissioner. Intention 
of testator drawn from will was desire 
and direction that all his just debts and 
funeral expenses be paid from estate 
prior to distribution. There was no in- 
tention to prefer widow’s bequest to 
other bequests of residue. Widow, there- 
fore, is entitled to one-third of residue 
after reduction for all charges. Thomp- 
son v. Wiseman, D.C. N.D. Okla., July 
22, 1955. 


Insurance’ policies purchased with 
community funds includible in spouse’s 
estate. Decedent was resident of com- 
munity property state. Her husband had 
purchased certain life insurance and an- 
nuity policies from earnings received 
from personal services. He retained pos- 
session of policies and had right to 
change beneficiary at will. Commissioner 
included one-half of cash _ surrender 
value of policies in decedent’s estate. 


HELD: For Commissioner. Under lo- 
cal state law husband could not deprive 
wife of her community interest in poli- 
cies without her consent. Even though 
husband retained possession and control 
of property, he could not devise wife's 
interest therein. Such interest is il 
cludible in wife’s gross estate. California 
Trust Co. v. Riddell, D.C. S.D. Calif, 
Dec. 14, 1955. 


Charitable residuary gift paid out of 
post mortem income not deductible from 
gross estate. Decedent left residue of 


estate, which amounted to about one- 
half of gross estate, in trust for char'- 
ties. After payment of Federal and 
state death taxes, residue was exhausted. 
Post mortem income which was earned 
during administration was later used t 
pay debts and taxes. Executors claimed 
refund of taxes paid on theory that ur 
der local state law post mortem income 
becomes part of principal of estate. As 
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kych it is available for payment of 
iebts, taxes and administration ex- 
nenses. When so used, level of gross 
state is maintained, leaving in this 
ase balance in residue available for 
haritable deduction. 


HELD: For Commissioner. Income 
kamed during administration of estate 
isnot part of gross estate. It is taxable 
iio estate as income and as such is sub- 
ject to deductions, including those to 
charity. This is statutory requirement 
with which there must be strict compli- 


"7 ance. Est. of Patterson v. U. S., Ct. Cl. 
Yr bde- 4 . 

Jo. 175-54, Jan. 31, 1956. 
third” 
mmis- ' ; 
leduc. Life estate with power to sell consti- 
ld beg tutes reversionary interest. Decedent, 


under her father’s will, was given right 
to select a plot of ground from his es- 
tate. She was to have life interest in 
land and had further right to erect 
house on plot. This she did. Upon her 
death, father’s estate was to pay her 
estate fair market value of house. Later 
shee waived requirement of payment by 
estate, and other beneficiaries deeded 
jot of ground to her for life. She re- 
tined power to sell property during 
lifetime subject to condition that her 
bothers have first option to buy. Prop- 
ety was not sold during decedent’s life- 
Commissioner included value of 
lad in her estate. Executors contended 
tht interest was merely life estate with 
general power of appointment exercis- 
ale only during life and it was never 
exercised. 
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HELD: For Commissioner. Power to 
vil and retain proceeds constituted re- 
vrsionary interest. Decedent could di- 
vrt remainder to her use by disposition 
during life. Value of reversionary inter- 
st was 100% of value of property. 
Agreement between parties thus consti- 
tuted transfer intended to take effect 
it possession or enjoyment at or after 
kath and is includible in decedent’s 
gtoss estate. Peoples First National 
Bank and Trust Co. v. U. S., D.C. W.D. 
Pa., Jan. 25, 1956. 
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Pre-1931 transfers with retained life 
state plus power to revoke, includible 
N gross estate. Decedent in 1923 con- 
vyed property in trust to her husband 
and another, reserving life estate to 
herself, and reserving to her husband 


out of l 

~ from "or to her husband and herself, 
jue of ” long as he was one of trustees, power 
t one. "evoke and terminate trust. Husband 
chari- tied in 1938. Executors of estate claimed 
1 and peg having been made prior to 
austed. March 4, 1931, was not includible in 


earned tecedent’s gross estate under Section 
‘sed to 2(¢)(1)(B) of 1939 Code (Section 
2036 of 
of 1954 Code). 


Jaimed 
at ul HELD: For Commissioner. Only ir- 
incom’@revocable transfers with reserved life 


ite. A'Mstates made prior to March 4, 1931 
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were removed from transferor’s taxable 
estate by virtue of provisions of Techni- 
cal Changes Act of 1949. Rule does not 
apply to case in which grantor reserved 
in addition to life estate power to re- 
voke trust. Here up to time of death of 
decedent’s husband in 1933, decedent 
had power to revoke trust with consent 
of husband, who had no adverse inter- 
est. Transfer, therefore, is includible in 
gross estate. Smith v. U. S., Ct. Cl., Jan. 
31, 1956. 


RULINGS 


Estate Tax: Alternative valuation not 
operative where estate is less than $60,- 
000.00 at decedent’s death. Section 811 
(j) of 1939 Code (Section 2032 of 1954 
Code) provides executor with election to 
value estate as of one year after death. 
Right to choose date is important, not 
only for estate tax purposes, but for 
income tax purposes as well, because 
value reported will normally provide 
basis for determining gain on _ subse- 
quent sale of property. Thus,. where 
value of estate is less than $60,000.00 at 
date of death, it would be advantageous, 
where values have increased, to file re- 
turn showing value one year after death. 


Section 6018(a)(1) of 1954 Code re- 
quires filing of return where gross es- 
tate of decedent at date of death ex- 
ceeds $60,000.00. Election to value es- 
tate as of one year after date of death 
must be made by executor on estate tax 
return. Therefore, where at decedent’s 
death value of estate does not exceed 
$60,000.00, Federal estate tax return 
filed with respect to estate is not return 
as contemplated by Internal Revenue 
Code, and any material contained there- 
in would have no force or effect with 
respect to determination of any other 
Federal tax liability. Rev. Rul. 56-56, 
I.R.B. 1956-9, p. 5. 

Proportionate share of distribution of 
taxable income of testamentary trust 
qualifies as retirement income. Large 
share of trust income distributed to 
beneficiary was derived from interest re- 
ceived by trust. This constituted sole 
income of beneficiary who had attained 
age 65 and qualified to claim retirement 
income credit. 

Service rules that proportionate share 
of taxable interest derived as_ benefici- 
ary of trust constitutes retirement in- 
come under Section 27(c)(1)(B) of 1954 
Code. Amount of income required to be 
distributed from trust retains same 
character in hands of beneficiary as in 
hands of trust. Special Ruling, Feb., 1956. 


Estate Tax: Extensions of time to 
file estate tax returns. District Directors 
have been given authority to grant ex- 
tensions of time to file estate tax re- 
turns, not to exceed six months from due 
date. Delegation Order No. 22, Feb. 27, 
1956. 
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Wills and Crusts in Literature 


“The Will, The Will! We Will Have 
Caesar’s Will.”” Down the ages the last 
words of men have rung. In fiction and 
drama the last Will and Testament of 
men have always provoked interest, curi- 
osity or covetousness. 


Shakespeare used this technique 
adroitly in ‘Julius Caesar’ where Mark 
Antony stirs the mob with the reading 
of Caesar’s bequests to the Romans. 
“To every several men, seventy-five 
drachmas ... his private arbours, and 
new-planted orchards .. .” 


Philosopher or Dog by Machado de 
Assis. 


This illustrious Brazilian writer de- 
velops a strange testamentary theme, 


Rubiao, a provincial school teacher, al- 
most by accident inherits a large for- 
tune from Quincas Borba, a mad phil- 
osopher, on condition that he take care 
of Quincas’s dog. 

de Assis intimates that the spirit of 
the philosopher is in the dog — whose 
eyes constantly and uncannily watch the 
disintegration of Rubiao, as he, Rubiao 
dissipates the entire fortune, amid de- 
lusions of grandeur, and dies penniless, 
believing himself to be Napoleon III. 

The Greer Case by Judge David W. 
Peck. 

A three-cornered contest over the will 
of Mabel Seymour Greer (leaving entire 
estate of $500,000 to her late husband’s 
alma mater) between the University, the 
Public Administrator of New York Coun- 
ty and the attorney for an alleged il- 
legitimate son — unwillingly brought in- 
to the action. His claim is disallowed — 





but in the search for evidence another 
illegitimate son is discovered who dies 
without issue in a Massachusetts alco- 
holic hospital during the trial — having 
been a public charge most of his life. 


Settlement is made dividing the estate 
equally between Harvard and Massa- 
chusetts. At the end of this two year 
contest, the Justice remarks: “This for- 
tune was not wasted. It was put to good 
use. The share taken by the State was 
only partial settlement for the kind of ex- 
pense a state is incurring all the time 
for the care of children like 


Auntie Mame by Patrick Dennis. 


The story opens with excerpt from 
the will of the author’s widowed father, 
naming maiden “Auntie Mame” as his 
guardian and creating a trust fund. The 
Knickerbocker Trust Company of New 
York (there used to be one in the early 
1900’s) is appointed executor and given, 
among other discretion, the right to ques- 
tion any expenditure by Auntie. Mame 
“that seems unusual or eccentric before 
reimbursing my sister.” Trust officer 
Babcock is often driven close to apoplexy 
by the amazing adventures into which 
Auntie Mame leads her ward. 


That the testator foresaw this is in- 
dicated by Auntie Mame’s query: Did 
your father ever say anything — that 
is tell you anything about me before he 
died?” and Patrick’s answer: 


“He only said that you were a very 
peculiar woman and to be left in your 
hands was a fate he wouldn’t wish a 
dog, but beggars can’t be choosers and 
you’re his only living relative.” 


“Die Testamentseroffnung” (Danhauser) 


From N.Y. Public Library Picture Collection 


Near the close, the author tells of 
coming into his inheritance: “Th, 
Knickerbocker Trust Company had sun 
every cent of my inheritance into stolid, 
conservative stocks and bonds — noth. 
ing flashy, nothing chancy — and 4] 
through the depression my little pile hag 
grown and grown until it became what 
Mr. Babcock called ‘almost a fortune.’” 


The View From Pompey’s Head by 
Hamilton Basso. 


Upon the death of Philip Greene, , 
noted New York Editor, it is discovered 
that he has withdrawn $20,000 from the 
royalties of Garvin Wales, a famous 
American novelist. Refusing to believe 
that Greene misappropriated the funds. 
Anson Page, as the legal representative 
of the publishing firm of which Greene 
was Editor-in-chief, is called upon to 
unravel the mystery. Page returns to 
Pompey’s Head, Alabama, his birthplace, 
after an absence of 15 years on this 
quest. 






















Wales, a war hero, is married to Lucy 
Devereaux of a prominent Southern fam. 
ily. He is going blind and it is the wife, 
under power of attorney, who is pushing 
the claim for the alleged misappropriated 
money. 


Page discovers that Wales is the il- 
legitimate son of an _ octoroon named 
Anna Jones, now dead, to whom the 
money was paid by Greene. Wales has 
been willing to blacken the memory of his 
dead editor rather than tell his wife the 
truth. She overhears his final confession 
to Anson Page. In a later conversation 
with Page, to save face, she gallantly 
lies her way out of the whole story and 
furnishes him with a general release of 
the claim. “Her maiden name was Dever- 
eaux. They’re one of our leading families, 
Shintoists of the first degree.” 


“Shintoists? What do you mean by 
that?” 


“They go in for ancestor worship in 
rather a big way.” 


Faithful Are The Wounds by May 
Sarton. 


“Faithful are the wounds of a friend; 
but the kisses of an enemy are deceitful, 
Proverbs 27 - 6. 


The story concerns the suicide of 4 
Harvard professor after a witch-hunt 
as to his loyalty. Of the estate, $35,000 
was left to his Alma Mater, Cornell Uni- 
versity; his library to Harvard; several 
bequests of $1000 each — including ome 
to his sister, his only heir at law; $5000 
to various organizations, two of which 
were on the Attorney General’s list of 
subversive organizations. 


The book is a-small classic — but the 
author apparently did not have legal 
advice to present the testamentary qué 
tions involved, as, for example, the effet 
of changes made in the will after exec! 
tion. 
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H. L. MENCKEN, renowned author, edi- 
ur, critic and newspaper man described 
asthe “Sage of Baltimore,” left the bulk 
¢ his estimated $300,000 estate to 
fnoch Pratt Free Library and Johns 
fopkins Hospital, after the death of his 
ister and brother, “because they have 
en of more use and benefit to me 
during my lifetime than any other public 
institutions of Baltimore.” Neither be- 
yest is to be designated by the name 
Mencken. In the opening paragraph of 
the will, Mr. Mencken authorized his ex- 
«utors — brother August and Mercan- 
ile-Safe Deposit and Trust Co. of Balti- 
nore — to pay such sum for funeral ex- 
enses as they may deem suitable, irre- 
yective of any legal limitation. 


The New York Public Library receives 
afile of letters from authors. All books 
rating to language (his most noted 
wrk was “The American Language’’), 
9 to the Enoch Pratt Library, while a 
fiend is bequeathed all items dealing 
with music. Brother August is given all 
‘vines, liquors and cigars” as well as 
personal effects and books not specifical- 
ly bequeathed. Legacies of $5,000 go to 
another brother and a niece, and one of 
$10,000 to Mr. Mencken’s secretary. To 
Alfred A. Knopf, head of his publishing 
frm, the testator bequeathed one-half of 
tis stock therein, the other half going 
to) August. 


The residue of the estate is placed in 
trust with the trust company, to pay $50 
amonth out of the income to a servant, 
who also receives $500 in cash, and then 
livide the rest one-fifth to Mr. Mencken’s 
ister and four-fifths to August, those pro- 
portions being dictated because substan- 
ial provision had previously been made 
fr her. The survivor will receive all the 
income and after both deaths, the princi- 
dal, after providing for the $50 annuity, 
basses to the Library and the Hospital. 


Mario PERUzzi, SR., president and co- 
founder of Planter’s Nut and Chocolate 
Co., reputed to be the largest peanut and 
lut processing firm in the world, be- 
queathed 3,970 shares of stock therein in 
trust with Miners National Bank of 
Wilkes-Barre to pay the income to his 
Wife for life and the principal as she 
May direct by will. Three other trusts, 
‘onsisting of a total of 4,500 shares, are 
set up for the benefit of other relatives. 
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After legacies of $1,000 to a sister and 
a doctor, $500 to 11 nieces and nephews, 
and an employee, and $5,000 to a hos- 
pital, Mr. Peruzzi left the balance of his 
estate — which is estimated at $800,000 
— to his wife outright. To the bank as 
executor he committed the same powers 
as trustee “so that my beneficiaries will 
not be unnecessarily harmed by any de- 
lay or by the period required for the 
administration of my estate.” These 
powers include authority to retain the 
Planter’s stock regardless of any rule 
of diversification. 


FREDERICK W. NICHOL, former vice 
president and general manager of In- 
ternational Business Machines Corp. and 
a member of the governing council 
of New York University bequeathed 
$1,250,000 outright to his wife, to be 
paid not later than one year after quali- 
fication of the executor, The Chase Man- 
hattan Bank of New York. 

She also gets all personal effects and 
real estate except the summer home in 
Quebee which goes to three sisters-in- 
law together with any personalty therein 
which Mrs. Nichol does not select within 
six months of the probate of the will. 
There are 16 bequests to individuals, 


ranging from $25,000 to $100,000 for a 
total of $625,000. In each instance, an 
alternative beneficiary is named in the 
event the legatee predeceases the testa- 
tor, in most cases the alternate being the 
wife although in one such contingency 
the bequest would be divided between 
the wife and children of the deceased 
legatee. 


Nearly two million dollars goes to 28 
named charitable and educational or- 
ganizations. The rest of the estate is to 
be divided among such organizations ex- 
empt under Sections 501 (c) and 2055 
of the Internal Revenue Code of 1954 as 
the executor determines after consulta- 
tion with Mr. Nichol’s administrative as- 
sistant (who is a recipient of a $100,000 
bequest). The bank is directed to choose 
the valuation date that will bring about 
the lowest possible federal estate tax. 


GARRARD B. WINSTON, former Under 
Secretary of the Treasury, left legacies 
totalling $175,000 to relatives, friends 
and charities, but provided that if these 
constituted more than one-third of his 
net estate after expenses and taxes, the 
bequests were to be reduced pro rata. 
After making.specific bequests of a num- 
ber of objects of art which, like the 
cash legacies, are to be free of tax, Mr. 
Winston, who was a senior partner in 
Sherman & Sterling & Wright, one of 
the top New York law firms, left one-half 
of the residue of his estate to Roosevelt 
Hospital in New York, and the other 
half in trust with City Bank Farmers 
Trust Co. and his brother who will share 
the income with the testator’s sister-in- 
law. The remainder of the trust on their 
death also passes to the Hospital. The 
trustees are also designated executors. 





Missouri. 


from other states to Missouri. 





First Choice for Trust Service 
in Missouri 


The St. Louis Union Trust Company engages only in the trust busi- 
ness. It does no banking business. It accepts no deposits subject to 
check. It is the largest stockholder of the First National Bank in 
St. Louis, with which it is affiliated. It is the oldest trust company in 


We suggest consideration of our Company for ancillary service in 
Missouri or where recommendations are to be made to people moving 


“Trust Service Exclusively” 


St. Louis Union Trust Company 
ST. LOUIS, MISSOURI 
Affiliated with the First National Bank 
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Books 


Major Tax Planning for 1956 


Matthew Bender & Co., Albany, N. Y. 784 pp. 

$14.50. 

These proceedings of the Eighth Tax 
Institute sponsored by the University of 
Southern California School of Law can 
only be described by the cliché — a 
veritable gold mine of information of 
practical value to the great bulk of 
T&E’s readership. Ordinarily just a few 
of the lectures comprising a particular 
tax institute are of direct interest to 
trustmen, and attorneys, underwriters 
and accountants engaged in estate plan- 
ning, but the reverse is true of this com- 
pilation. Emphasizing drafting consider- 
ations and well implemented with sug- 
gested clauses, the papers include the 
following titles all introduced with the 
expression “How to Draft... .”: 

Partnership Agreement and Trust 
Provisions for Family Partnership with 
Trusts as Partners; Partnership Buy and 
Sell Agreement; Professional Partner- 
ship Agreement; Short Term and Con- 
trolled Trusts; Non-reversionary Inter- 
est Trusts; Section 2503(c) Trust for a 
Minor (reprinted in part in January is- 
sue of T&E); Transfers to Trusts with 
Leasebacks; A Will with the Widow’s 
Election; A Stock Purchase Agreement 
in a Closely Held Corporation; Pension 
and Profit-Sharing Plans for Small Busi- 
nesses. 


This volume is indeed a must for any 
estate planner’s library. 


Pre-severance Benefits in Deferred 
Profit Sharing 
J. J. JEHRING. Profit Sharing Research Foun- 


dation, 1718 Sherman Ave., Evanston, Ill. 89 
pp. $3.00. 


This is a research study of loan and 
withdrawal provisions in deferred profit 
sharing plans. Factual data are pre- 
sented on how deferred profit sharing 
plans are being expanded to meet addi- 
tional security demands of employees for 
such things as: catastrophic sickness, 
death in the family, financial emergen- 
cies, purchase of homes, and added un- 
employment benefits. The study is based 
on information received from 265 com- 
panies practicing deferred type profit 
sharing for all employees. A detailed 
analysis is presented of all the matters 
pertaining to provisions for employees 
to either borrow or withdraw money 
from the trust while still maintaining 
their employment relationship with the 
company. 


The book should serve as a guide for 
companies which are considering adopt- 
ing or broadening deferred profit shar- 
ing plans to expand their employee bene- 
fit programs. 


ARTICLES 


Insurance Trusts as Testamentary 

Transfers 

Note, Virginia Law Review, Feb. 1956 (Clark 

Memorial Hall, Charlottesville; $1.50). 

This comprehensive analysis of the 
validity of life insurance trusts from the 
standpoint of formality of execution was 
generated by the recent Virginia de- 
cision in Bickers v. Shenandoah Valley 
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National Bank (see March T&E, p. 295) 
which nullified such a trust which cop, 
tained some unusual conditions. Afte 
discussion of the local rules applicab) 
to transfer in substitution of a will, th 
note deals with pertinent aspects of jp. 
surance law, the nature of an insurane 
policy as the res of a trust and then th 
specific question of the validity of insur. 
ance trusts, funded or unfunded, as de. 
termined by various courts throughou 
the country. The writer concludes tha; 
the Bickers case was correctly decided 
on the facts but questions the court’ 
analysis and dicta. 


Creditors’ Rights in Support Trusts 


Note, Washington University Law Quarterly 

Feb. 1956 (St. Louis; $1.25). 

After discussion of the nature of the 
interest of a beneficiary in a trust 
created for his support (as distinguished 
from spendthrift or discretionary trusts) 
the author treats of the rights of various 
classes of creditors in addition to general 
— family members, suppliers of support 
and necessary services, and others with 
especially meritorious claims. The effect 
of cited statutes of various 
noted. From the posisble alternative 
standards fixing creditors’ rights, the 
author suggests Dean Griswold’s model 
spendthrift trust statute as the best 
available resolution of conflicting inter. 
ests of creditor and beneficiary. 


states is 


Estate Planning: The Taxable Year 


WALTER C. FRANK. Taxes, March 1956 

(4025 W. Peterson Ave., Chicago 30; 60¢). 

Selection of a taxable year for an 
estate is a frequently overlooked decision 
until it is too late to take maximum ad. 
vantage of the originally available choice. 
Considerations in picking the fiscal year 
are pointed out, with graphic illustra- 
tions of possible tax savings. 


Tax Traps in Stockholders’ Agree- 
ments 

SYDNEY C. WINTON. The Practical Lawyer, 

March 1956 (133 S. 36th St., Philadelphia 4: 

$1.25). 

Drastic changes made by the 1954 code 
in the treatment of corporate payments 
to stockholders as essentially equivalent 
to dividends demands reexamination of 
existing buy-sell agreements between 
corporation and stockholder, and extra 
care in the preparation of new docu- 
ments. Section 302 lays down three 
tests which assure capital gain rather 
than ordinary income treatment of dis- 
tributions to stockholders, but Section 
318 introduces the attribution-of-interest 
(making an individual the constructive 
owner of stock owned by members of his 
family) rule which may upset these tests 
in particular situations. Application of 
this rule to specific cases illustrates the 
type of traps to be avoided in drafting 
agreements. 
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ACCOUNTING — Court — Effect of 


Order Approving Trustee’s Ac- 
count as Against Minor Beneficiary 


California—Supreme Court 


Estate of Charters, 46 A.C. 225 (Feb. 17, 
1956). 
(This decision nullifies the District 


(wrt of Appeals decision reported in 
13 A.C.A. 412, 284 Pac. 2d 68, and ab- 
tracted in the August 1955 issue.) 


Charters’ will provided for payment 
t) his daughter Irene of certain sums 
ad directed the trustee to permit Irene 
tvoccupy his residence. During the pe- 
tod covered by the third accounting, 
te trustee bank sold the residence, re- 
wrting the sale in the third account, 
which account was approved. At the 
tme of this transaction, the trustee was 
aso Irene’s guardian. 














The District Court of Appeal held 
boadly that minors had the right to 
wpen decrees on accountings at any 
tme before final distribution. The Su- 
peme Court corrected this holding, 
ognizing that ordinarily such decrees 
ae final as to minors as to everyone 
ese, but holding that the rule does not 
aply where the accounting trustee is 
iso guardian of the minor. On this 
wint the Supreme Court reached the 
ume result as the District Court of 
Appeal but for different reasons. 



















The Supreme Court differed from the 
listrict Court of Appeal regarding what 
vas to be done with excess income, 
wlding that Irene was not “the person 
tesumptively entitled to the next event- 
ul interest” under California Probate 
hhde Section 733 (except as to a frac- 
onal part of the estate) and that she 
vas therefore not entitled to receive dis- 
tibution of all the excess income. 


















NOTE: The result reached on the ef- 
fet of orders settling a trustee’s inter- 
tediate accounts, is in accordance with 
‘ntentions advanced by four trust in- 
‘itutions as amici curiae. The amici 
‘riae did not interest themselves in the 
ther points involved. 










AccouNTING — Court — Prior De- 
cree Not Res Judicata Where 
Losses Were Not Realized at Time 
of Earlier Accounting 











New York—Surrogate’s Court, Suffolk Co. 
Matter of Remsen, N.Y.L.J., Jan. 23, 1956. 
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A prior decree settled the trustee’s 
intermediate account. During the period 
covered by the prior decree the trustee 
retained stocks (despite the complaints 
of one of the interested parties) which 
decreased in value during the prior pe- 
riod, and which were sold at a loss after 
the prior account was settled. No ob- 
jections were made to the prior account, 
which listed the stocks at inventory 
value and showed no realized loss, al- 
though there was substantial shrinkage 
in value during the prior accounting 
period. The trustee urged that the pres- 
ent objections cannot be applicable in 
respect of the period covered by the 
prior decree. 

HELD: The prior decree is not a bar 
to surcharging the trustee for losses 
suffered during the prior period. The 
losses were not reflected in the prior 
accounting. The issue of the trustee’s 
lack of prudence or negligence in re- 
taining the stock was therefore not 
raised at that time and is not res judi- 
cata in a subsequent proceeding. Further- 
more, since some of the interested par- 
ties were not in being at the time of 
the prior accounting and could not be 
parties to that prcceeding, they are not 
bound by the prior decree. (There is 
nothing in the opinion to show whether 
shrinkage in value was “disclosed” in 
the prior account by way of an informa- 
tory statement as to the then current 
values or whether the after-born 
spondents were “represented” in 
prior proceeding.) 


re- 
the 


ASSETS — Business — Duty of Sur- 
viving Partner to File Inventory 


Washington—Supreme Court 


In re Zoulas’ Estate, 148 Wash. Dec. 278. 


Zoulas and Pappas operated a restau- 
rant under an oral partnership agree- 
ment. Zoulas died intestate in October 
1953 and Southas was appointed admin- 
istrator of his estate. In February 1954 
the administrator filed a petition to sell 
the decedent’s interest in the restaurant 
business to the surviving partner. The 
Court ordered the transfer of decedent’s 
interest in the business to the surviving 
partner for $200. 

Three months thereafter, the admini- 
strator filed the estate inventory, list- 
ing the decedent’s interest in the restau- 
rant at $200. On the same day, the ad- 
ministrator filed his Final Account and 
Petition for Distribution. The heirs filed 
objections to the final report. During the 
trial, the surviving partner, for the first 
time, filed a purported inventory of 
partnership assets which did not fulfill 
the statutory requirements. The heirs 
appealed from an order approving the 
final report. 

HELD: Reversed. The surviving part- 
ner failed to comply with the statutory 
procedural steps required of him and 
the administrator neglected to require 
such compliance. The surviving partner 
is required to file, within 30 days after 
the death of a partner, a verified in- 
ventory of the partnership assets, show- 
ing the book value of the assets, and a 
list of the partnership liabilities, and an 
appraisal of the assets is required. Since 
the partnership assets have never been 
properly inventoried nor appraised, the 
portion of the order approving the Final 
Account with respect to the estate’s in- 
terest in the partnership must be set 
aside. The surviving partner is directed 
to proceed forthwith in compliance with 
the statutory requirements. 


BAR RELATIONS — Personal Repre- 
sentative Not Bound to Employ 
Attorney Named in Will 


Florida—Supreme Court 
Re Estate of Marks, 83 So. 2d 853. 

This case determines for the first time 
in Florida that a positive direction con- 
tained in a will that a certain lawyer 
shall act as attorney for the executor, 
trustee or guardian appointed by the 
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will is not binding on such personal 
representative. The Florida Court thus 
joins the majority of other appellate 
courts in holding that a personal repre- 
sentative is entitled to select an attorney 
of his own choice, the Court recognizing 
that the relationship between attorney 
and client is one of the greatest of trust 
and confidence, and that a direction to 
employ a certain attorney is persuasive 
only. 


CHARITIES — Bequest Not Invalid- 
ated Where Descendant of Testa- 
tor Has Been Adopted 


Ohio—Cuyahoga County Probate Court 
Campbell v. Musart Society of The Cleveland 
Museum of Art, 72 Oh. L. Abs. 46 
The testator died February 23, 1953, 

leaving a will executed April 8, 1952, 
and codicil executed December 31, 1952, 
under which one-half of the very sub- 
stantial residue of the estate was be- 
queathed to five charitable institutions. 
The Ohio mortmain statute (Revised 
Code Sec. 2107.06) provides: 


“Tf a testator dies leaving issue, or an 
adopted child, or the lineal descendants of 
either, and the will of such testator gives. 
devises or bequeaths such testator’s estate, 
or any part thereof, to a benevolent, religi- 


ous, educational or 
x * * 


charitable purpose, 
such will as to such gift, 
bequeath, 
executed at least one 
death of the testator.” 


devise or 
shall be invalid unless it was 
year prior to the 


The testator was survived by only one 
blood relative: the year-old daughter of 
testator’s deceased son (who had prede- 
ceased the testator by 11 months). Three 
months before testator’s death, this 
granddaughter had been adopted by her 
stepfather, who had married testator’s 


daughter-in-law after the death of the 
testator’s son. The legal rights section 
of the Ohio adoption statutes (Revised 
Code See. 3107.13) provides in part: 


“* * * for all purposes under the laws 
of this state, including without limitation 
all laws and wills governing inheritance 
of and succession to real or personal prop- 
erty * * * a legally adopted child shall 
have the same status and rights, and shall 
bear the same legal relationship to the 
adopting parents as if born to them in 
lawful wedlock and not born to the natural 
parents; * * *” 


HELD: The mortmain statute and the 
adoption statute must be considered in 
part materia, and each must be strictly 
construed. In view of the express langu- 
age of the adoption statute, the testator 
died without issue or the lineal descend- 
ant of issue, and the charitable bequests 
were therefore not invalidated. 


CLaIms — Change in Basis Permitted 


Florida—Supreme Court 
Estate of Grist, 83 So. 2d 860. 


On August 10, 1953 the plaintiff filed 
a claim with the administratrix of the 
decedent’s estate for the balance then 
due on a promissory note, in the amount 
of $2,031.48. On June 14, 1954 the ad- 
ministratrix’ attorney wrote to plain- 
tiff’s attorney that plaintiff had been 
overpaid $630 and requesting a refund 
to the estate in that amount. On June 
28, 1954 the plaintiff commenced this 
action on the claim for the balance due 
on the note. The Trial Court, after bal- 
ancing the mutual account, concluded 
that the plaintiff had a valid claim in 
the amount of $953.65. The administra- 
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trix contended that the action had bee 
prematurely commenced because th 
claim had not been rejected by th 
administratrix. 


HELD: Affirmed. The letter can hay 
no other meaning than that the estat 
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owed plaintiff nothing, and was a ref Dut 
jection of plaintiff’s claim. The lette 
was not personally served on plaintif 
or sent by registered mail as provided ge 
by statute, but the provisions regard. 
ing the manner of giving notice t Adm 
claimant of the rejection of the claings 
are for the protection of the claimant. wasted 
The administratrix cannot take advap. of per 
tage of her own failure to comply with brough 
the statutory procedure. The action wate 
not prematurely brought. the est 
The 
serted 
DISTRIBUTION — Decree Voidable for i's h 
Extrinsic Fraud in Concealing Exis. ¥ the 
tence of Adopted Child afore 
Washington—Supreme Court were § 
West v. Stanfield, 148 Wash. Dec. 49. the ad 
Mary West, an adopted daughter of ‘0 a 
Myrtle Lane, who died intestate in vo 
Alaska in 1948, brought this actionf¥ HE] 
against Patricia Stanfield, a daughterg person 
of the decedent, and A. B. Stanfield, d&fen¢ 
her husband, alleging that the defend- 
ants had conspired with each other t Jot 
defraud plaintiff and the Alaska Pro- os 
bate Court, by concealing plaintiff’s ex- fro, 
istence from the Probate Court, and 
that the Court, thus deceived, distribu- 
ted the entire estate to Patricia Stan- 
field. The prayer sought judgment inf The 
the amount of one-half the appraised wcite 
value of the estate. The defendant, A.& made 
B. Stanfield, was administrator of the omm 
estate. ductor 
vided: 


The Trial Court found that the de- 
fendants, during the time the estate was 
being probated, had knowledge of the ex-B ‘er 
istence of plaintiff, and that she was an onl 
adopted child of the decedent, or knowl- the 
edge of facts sufficient to put them on if | 
inquiry as to the adoption and the con- the 
tinued existence of Mary, and that de- 
fendants were guilty of extrinsic fraud The 
in not calling these facts to the atten- 
tion of the Probate Court, giving rise 
to a resulting trust ex maleficio, entit- 
ling the plaintiff to the relief prayed. bot 

HELD: Affirmed. Although the evi- dis 
dence was in irreconcilable conflict as t0 
whether the defendants had knowledge 
of plaintiff’s adoption and existence, 


cal 


the fi 


not 


the 


wis 


the evidence did not preponderate® 7, 
against the findings made by the Trial ff ing 
Court. Concealment of an heir may§ hy jj 
warrant the Court in imposing a trust Tyjaj 
ex maleficio. Having been adopted by & condi 
the decedent in 1931, the plaintiff still B tors ; 
had her right of inheritance when the upon 


decedent died intestate. The right of a? 
adopted child to inherit from an adop- 
tive parent cannot be lost by the parent's 
intention to disinherit the child, unless 
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expressed in a properly executed will, 
nor can it be lost by the child’s failure 
to communicate with the parent for a 
substantial period of time. 


FDUCIARIES — Administrator Has 
Duty to Defend Against Claims 


California—District Court of Appeal 

Estate of Sidebotham, 138 A.C.A. 468 (Jan. 

11, 1956). 

Administrator petitioned for instruc- 
tims as to his right to use estate 
moneys in his possession to pay expense 
of pending litigation which had been 
prought on behalf of a number of per- 
sng to impress a trust on all assets of 
the estate in the administrator’s hands. 


The petition filed by these persons as- 
sted that no funds in the adminstra- 
in’s hands could be used in the defense 
of the suit and that they would try to 
eforce a personal liability if the funds 
wre so used. The lower court ordered 
the administrator not to use estate funds 
fw the purpose of defending against the 
aserted claims. 


HELD: Reversed. It is the duty of a 
wrsonal representative to protect and 
defend the estate and conserve its assets. 


Jont & MuTuAL WILLS — Instru- 
ment Held Conditioned on Deaths 
from Common Disaster 


Florida—Supreme Court 
Meszaros v. Holsberry, 84 So. 2d 565. 


The joint will of husband and wife 
recited in the first clause that it was 
mde “in anticipation of death by a 
common disaster.” Following the intro- 
ductory paragraph, the will then pro- 
vided: 


“It is the intent and desire of the un- 
dersigned that this will is to be effective 
only upon and to cover only death of both 
the undersigned by a common disaster and 
if either of the undersigned shall survive 
the other for a period of more than one 
calendar month. . .” 


Then in the first bequeathing clause, 
the following appears: 


“In the event death do occur to the 
both of us simultaneously in a common 
disaster or in the event one of us should 
not survive the other for a period of more 


than one calendar month, but not other- 
Wise, . .” 


The husband died from natural causes 
ind 16 days later was followed in death 
ly his widow, also from natural causes. 
Trial court construed the will as being 
‘onditional to the extent that the testa- 
‘ors intended it to become effective only 
‘pon their simultaneous deaths result- 
ng from a common disaster or their 
leaths likewise produced by a common 


lisaster but resulting within thirty days 
of each other. 
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This largest revolving super-accurate clock- 
sign in the nation, featuring numerals 25 
feet high, will flash the time with split-sec- 
ond accuracy to Fort Worth residents when 
it is erected atop the new six million dollar, 
30-story Continental National Bank Building 
next summer. Designed and engineered by 
Federal Sign and Signal Corporation, the 
77-ton sign is longer than an average freight 
car, produces 3 million candle power of 
light, and is expected to be visible from at 
least three miles off. 





HELD: Affirmed. The intent of the 
husband and wife was as the trial court 
found, and since death did not result 
from causes produced by common dis- 
aster, husband and wife died intestate. 


JURISDICTION — Common Pleas 
Court has Concurrent Jurisdiction 
Over Will Fraud Action 


Ohio—Supreme Court 

Jacobsen v. Jacobsen, 164 Ohio St. 413, 131 

N.E. 2d 833. 

Plaintiffs brought action in the Court 
of Common Pleas, the county court of 
general jurisdiction, to have defendants 
declared constructive trustees of the as- 
sets of an estate of which they had be- 
come possessed. The petition alleged 
that one of the defendants had secured 
the execution of the will by forgery, 
fraudulently procured waivers of next of 
kin, procured probate of the will by false 
testimony and had thereby had himself 
appointed executor. The petition further 
alleged that the other defendant had 
received bequests through the fraud. 


The trial court sustained a demurrer 
to the petition, on the ground that the 
Court of Common Pleas had no jurisdic- 
tion of the subject of the action. The 
Court of Appeals reversed the trial court. 


HELD: Affirming the Court of Ap- 
peals, the Court of Common Pleas has 
concurrent jurisdiction with the Probate 
Court. Courts of general jurisdiction 
will take jurisdiction of matters ex- 
pressly within jurisdiction of courts of 
limited jurisdiction, to set aside judg- 
ments of latter courts, when .necessary 
to prevent fraud. 


REAL PROPERTY — Right of Devisee 
Under After-Discovered Will is In- 
ferior to Bona Fide Purchaser’s 


Maryland—cCourt of Appeals 
Matthews v. Fuller, 120 A. 2d 356. 


The Orphan’s Court passed an order 
finding that the decedent had died in- 
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testate and granted letters of admin- 
istration; the decedent’s heirs conveyed 
to the defendant land to which the dece- 
dent held fee simple title at the time of 
his death. More than seven years later 
a writing purporting to be the decedent’s 
will which devised the realty to the 
plaintiff was found. The will was pro- 
bated and after waiting until limitations 
had run on the time for filing a caveat, 
the plaintiff instituted an action in eject- 
ment. The trial court held that the rights 
of a bona fide purchaser should be pro- 
tected as against the claim of the devisee 
under the later discovered will. 


HELD: Affirmed. It is the policy of 
the law to encourage the free and un- 
restricted alienation of property, and the 
recognized public policy is also in favor 
of prompt probate of wills. The bona 
fide purchaser was entitled to rely on 
the adjudication of intestacy. What 
rights the devisee may have had against 
the heirs was not before the Court. 


SPOUSE’S RIGHTS — Widow Entitled 
to Statutory Share Outright — 
Trust Thereof is Illusory 


New York—App. Div., Second Dep't. 
Matter of Shupack, 149 N.Y. S. 2d 20. 


The testator bequeathed to his wife 
$2,500 and the income for life from a 
trust of one-third of his residuary es- 
tate, remainder to his two children. The 
remaining thirds of the residue were to 
be held in separate trusts for his two 
children, respectively, during minority 
with remainders to the children upon 
attaining majority—in 1957 and 1961, 
respectively. The bulk of the assets 
consisted of all the stock of a number of 
corporations including some real estate 
corporations. The trustee had _ broad 
powers to deal with any real estate in 
the trusts. May the wife elect to take 
her statutory share outright? 

HELD: The wife may take her in- 
testate share outright. Although the 
principal of the trust is in the requisite 
capital amount, the trust is not of suffi- 
cient substantial benefit to her. The 
children’s interests are antagonistic and 


they will control the corporations. Al- 
though the trustee owns the controlling 
stock of the corporations and has broad 
powers to deal with the real estate, he 
cannot take the management of the cor- 
porations out of the hands of the di- 
rectors. The wife’s income from the 
trust will depend on the declaration of 
dividends by the directors and the right 
to challenge the directors in this regard 
is limited. 


SUCCESSOR FIDUCIARY — Appoint- 
ment by Original Trustee Required 
Joint Action 


Pennsylvania—Supreme Court 
Trimble Estate, 383 Pa. 443. 


Testator appointed five individuals as 
trustees directing that their successors 
should be chosen by their survivors, and 
if there should be a complete vacancy the 
beneficiaries should choose not more than 
three trustees or name a trust company. 
The will further provided that a major- 
ity of the trustees should have all of the 
power and authority of the whole. Two 
of the named trustees never qualified and 
two of the remaining three in office have 
since died. The lone survivor appointed a 
trust company as his co-trustee to which 
action the beneficiary objected and the 
lower court sustained the objections and 
stayed administration until the court 
could appoint successors. The surviving 
trustee appealed. 


HELD: Affirmed. Testator intended 
that any substitution of trustees had to 
be made by more than one of the original 
trustees. The will makes it clear that 
testator’s intention was that not just 
one but but more than one individual 
trustee should administer the trust so 
that the action of the court in staying 
administration and appointing persons in 
keeping with the intention of the settlor 
was proper. 


WILLs — Construction — Children 
Adopted after Testator’s Death 
Qualify as “Heirs” 


Maine—Supreme Judicial Court 


New England Trust Co. v. Sanger, 118 A. 2d 
760. 
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The testator left the remainder of his 
property to trustees in trust for his 
three children, annual income to be dj. 
vided equally and paid during their live 
and the principal vesting proportionately 
at the death of a child in “lineal de. 
scendants” or if none in “his or her heirs 
at law.” It was known to the testator 
that one of his sons could not have chil. 
dren and evidence showed that before 
he died he also knew his son was cop. 
templating adoption of children. Two 
boys were in fact legally adopted by the 
son after the death of the testator and 
during the continuance of the son’s life 
estate. 


HELD: The trustees should pay the 
proportionate part of the trust from 
which the son of the testator received 
benefit in his lifetime to his adopted 
children as “his heirs at law.” Applying 
the rules, (1) of intention of the testator 
as expressed in the will, (2) where doubt 
exists the intention may be ascertained 
in the light of existing conditions which 
might have been in the testator’s mind 
and (3) the Maine statutes on adoption, 
there was no ambiguity. 


WILLs — Construction — Fee Sim- 
ple not Diminished by Restrictions 
on Mineral Rights 


Pennsylvania—Supreme Court 


Stineman v. Stineman, 382 Pa. 153. 


Testator gave his residuary estate in 
equal shares to his children and their 
heirs and assigns forever. He then gave 
specific directions that the coal and fire 
clay in the real estate included in his 
residuary estate should not be sold 
without the consent of all of his children 
or their heirs. In the event a sale was 
authorized by all of the children or their 
heirs, 6% of the proceeds was to be 
invested and the income paid to testa- 
tor’s wife for life. The will contained 
additional provisions for the wife. For 
30 years, the children have joined with 
the executor in making leases for the 
coal and fire clay and have divided the 
royalties equally. One of the children 
filed a Bill in Equity for partition, to 
which objections were sustained. 


HELD: Reversed. There was no trust 
created of the cval and fire clay, there 
was no gift over in the event of sale or 
failure to sell and no time limit on the 
prohibition against sale. The absolute 
gift of the residuary estate cannot be 
cut down by restrictions on sale or alien- 
ation. Since the words creating . the 
fee simple estate are not equivocal oF 
susceptible of two interpretations, and 
the children did not realize they had @ 
fee simple interest, their 30 years prac 
tice and acquiescence in the restriction 
did not create an estoppel. 
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STATES 


Ls — Probate — Finality of Or- 
der Admitting Will 


California—District Court of Appeal 

Estate of Caruch, 139 A.C.A. 187 (Feb. 14, 
1956). 

After the execution in 1950 of his 
witnessed will, Caruch made in hand- 
qriting numerous changes and interline- 
ations on the will. After his death in 
153, the will as modified by the inter- 
jneations was admitted to probate. No 
entest of the order admitting the will 
t) probate was instituted. After the six 
months permitted for contest had ex- 
pired, legatee under the witnessed 
yillas modified by the holographic inter- 
jineations filed a petition to determine 
iirship. The question was whether the 
jlographic changes were valid. 


HELD: Under California Probate 
(ode Section 384 providing that the 
probate of a will is conclusive (except 
a to infants, ete.), the order admitting 
the will to probate must have deter- 
nined that the holographic changes con- 
gituted a part of a valid will as finally 
aimitted. Petition to determine heirship 
cnstituted a collateral attack upon that 
oder, and unless the order admitting 
the will to probate is void on its face 
js it would be if an unsigned will had 
len admitted), the order admitting will 
mist stand. 


WiLts — Probate — Pretermitted 
Heirs Entitled to Offer Evidence 


California—District Court of Appeal 
Estate of Percival, 138 A.C.A. 550 (Jan. 16, 
1956). 
Decedent left a will giving his en- 
tie estate to Glenn. Article 5 of the 
wil provided: “If any person should 
asert a claim to my estate or any part 
thereof, other than the devisee named, 
a should institute any contest to this 
vill, then to such person or persons I 
hqueath the sum of ONE DOLLAR and no 
nore.” The will did not mention the ap- 
tellants, decedent’s sons and sole heirs. 
The sons appealed from an order dis- 
tibuting the entire estate to Glenn. 


HELD: Reversed. The case is gov- 
tmed by Section 90, Probate Code, 
providing that where the testator omits 
” provide in his will for any of his 
children, ete., “unless it appears from 
the will that such omission was inten- 
tional” the omitted child succeeds as 
though the testator had died intestate. 


While the probate was pending, Glenn 
sought to probate an earlier will, which 
‘tated that testator purposely refrained 
from making any bequests to his sons. 
Otherwise, the earlier will was practic- 
lly identical with the will admitted to 
Probate. The lower court admitted both 
wills, evidently on the theory that testa- 
‘or’s intention was that the first will 
Would be revoked only if the second will 


Apri, 1956 


a 


was legally effective, thus invoking the 
doctrine of dependent relative revoca- 
tion. The sons offered evidence which 
might have taken the case out of the 
dependent relative revocation rule. 


HELD: It was error to exclude this 
evidence, and order refusing new trial 
was an abuse of discretion. 


WILLs — Probate — Proof of Signa- 
ture of Deceased Attesting Witness 


Kansas—Supreme Court 
In re Estate of Whitmore, 178 Kan. 491. 


In proving the execution of the will 
one of the subscribing witnesses (the 
other being dead) was put on the stand 
for the purpose of proving execution and 
mental capacity. After presenting this 
evidence the proponent rested. Opponents 
appealed on the ground, inter alia, that 
the showing of the execution of the will 
was not sufficient to comply with the 
statute. 


HELD: Affirmed. The statute requires 
two witnesses to the testator’s signature 
but it does not require (as counsel for 
opponents argued) two witnesses to the 
signature of a deceased witness. .Cer- 
tainly the court should take such testi- 
mony as convinces it of the genuineness 
of the signature of the deceased witness. 
The surviving witness’s testimony on that 
point apparently satisfied the lower court. 


WILLs — Probate — Proponent of 
Second Will Denied Probate Not 
Estopped from Offering Second 
Will 

Colorado—Supreme Court 

In the Matter of the Estate of Deeds; Coons v. 

Proudfit, decided Jan. 9, 1956. 

Testatrix’s second will and a codicil 
thereto were presented for probate and 
a caveat was filed. A jury in the probate 
court admitted the will to probate. Upon 
appeal to the district court, a jury found 
that the will and codicil were not the 
last will and codicil of the deceased. 
Thereafter, the proponent, who was also 
the proponent of the second wil, pre- 
sented the first will for probate. Caveat 


was filed on the grounds that the will 
was not properly executed, that the testa- 
trix was of unsound mind, that the will 
resulted from undue influence exercised 
by the proponent who was the sister of 
the testatrix, and that the proponent 
is estopped to offer the first will for pro- 
bate because she had offered the second 
will for probate. 


The court upon motion struck from 
the caveat the ground that the propo- 
nent was estopped because she had of- 
fered the second will for probate. This 
action of the probate court was never ap- 
pealed to the district court. On the con- 
test over the first will, the court refused 
to permit the introduction in evidence of 
the verdict of the jury in the contest 
over the second will. The first will was 
upheld by the jury in the probate court 
and also by the jury in the district court 
on appeal after the court had ruled that 
the first will was validly executed. 


HELD: The _ proponent was _ not 
estopped from offering the first will in 
probate after she had offered the second 
will and probate of the second will was 
denied. It was her duty to offer the first 
will in probate after the second will 
was denied probate. (The statute has 
subsequently been changed to require 
that in the event of a contest the pro- 
ponent must present all other writings 
purporting to be a will of the decedent 
at that time.) The findings of the jury 
in the contest over the second will were 
properly excluded in the contest over 
the first will. Furthermore, the matter 
of res adjudicata and estoppel cannot 
be presented in this court because they 
were not raised by the caveators in the 
appeal to the district court. 


A A A 


@ David F. Maxwell of Philadelphia has 
been nominated for the presidency of the 
American Bar Association, nomination 
being traditionally tantamount to elec- 
tion. Mr. Maxwell is known to the trust 
fraternity through his work on the Na- 
tional Conference of Lawyers and Repre-- 
sentatives of the Trust Division, Amer- 
ican Bankers Association. 
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CORRESPONDENCE 

(Continued from page 308) 
dren 324 U. S. 18 (1945) and all thog 
other cases which hold there is no pre 
ent interest when receipt of income & 
pends on a trustee’s discretion rathe 
than on the beneficiary’s right. kj 
speaks of an “unintended result of thi 
change” and tempts the draftsman 4 
write accumulation provisions into hj 
2503(b) trust. 

This prospect of combining the ad 
vantages of a 2503(c) trust with thoy 
of 2503(b) is so alluring that it’s to 
bad it won’t work. The problem 
simple. How can you give B a presen 
interest in the income from a trust wher 
in the same instrument—even thoug 
many paragraphs later—you give thé 
trustee the right to withhold 
late) that income? 





(accumu 


To phrase the question is to answel 
it. According to the Restatement, a 
well as a multitude of gift tax cases 
a trustee’s power to withhold or ac 
cumulate income prevents the creatio 
of a present interest in the first place 
There is no present interest where ity 
beneficiary or owner has not at th 
very least an immediate right to th 
income,—here and now.—unobstructel 
by the caprice of anyone’s discretion. 





Thus you have not given B a presenl 
interest “which (later) may be dimin 
ished by the exercise of a power’; yol 
have managed only to create a per 
fectly conventional future interest. In 
Evans the present interest was conceded; 
the exclusions were denied merely be 
cause there was no way to measure it 










Clients with the proper jaunty atti 
tude toward litigation might like to tr 
it on for size, but unless the Regula 
tions open the doors to Mr. Lentz’ pleas 
ant vistas, the rest can have rich enoug 
rewards within the marked-out, salq 
area of the statute. 








Incidentally, for those who may havq 
been doubtful about Mr. Lentz’ sugges 
tions for spendthrift provisions in thes 
2503(c) and (b) trusts, Mr. Robert 
Merritt of Cleveland was given a Lette 
Ruling last June, stating in substance 
that “. . . the ordinary or usual typ 
. .. which merely prohibits . . . aliena 
ting, assigning or otherwise anticipa 
ting trust income . . . would not, 4 
itself operate to deprive donors of thé 
benefit ‘of the gift tax exclusion.” An) 
gift over might be troublesome in eithe 
of these closely defined statutory truss# 
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Add him..... 


DD a Connecticut General representative 
to your conference table and save time. 


He can help you with up-to-date facts and 
information in the whole broad field of personal 
and estate insurance, business insurance and 
pension plans. 

Trust officers, accountants and attorneys 
make use of his experience. 

: His thorough, analytical approach can help 
solve any of the problems which relate to the 





Ie. save tame 


accumulation or distribution of an estate. 
His wide contacts and activity may be a 
source of new business to you. 
For further information, write Connecticut 
General Life Insurance Company, Hartford. 


LIFE... ACCIDENT... HEALTH 
Group INSURANCE AND PENSION PLANS 
PEwnSIoN TRustTs...ANNUITIES 


Connecticut General 





